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821 752 260 
746^66565 
209SC454 
^^000 


1 148 909 295 

-1W12406 

ti:^?526, 

:i;j;;8Q;^o6o 

.18 346 
987337 


Non-current assets 

Properly, plant and equipment 
Intangible assets 
Investment properties 
Heritage Assets 
Long-term receivables 


502 802 W7 

47653 314 
28863933 
12293002 


654 754061 

;5761,34p 

6;i.a9' 

542370693 


Current assets 
inventories 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Value added taxation receivable 
Current portion of long-term receivables 
Cash and cash equivalents 


LIABIUTIES 


8REF» 
58292 378 

55990 074 


160 268 535 

^8t^959 
8746 798 
59972 510 
? 1’^350971 
232 297 


Non-current liabilities 
Long-term liabilities 
Non-current provisions 
Employee benefits 

Long service awards and retirement gifts 
Non-current lease liability 


254500 095 
22750 448 

7 864 768 
100800 

S^IQSM^ 

losiH 


Current liabilities 
Deposits 

Current Portion of Provisions 
Current Provisions 
Trade and other payables 
Unspent conditional grants and receipts 
Current portion of long-term liabilities 
Current portion of lease liability 


154239199 
28 506 814 
9426 656 
415227 


Total Liabilities 


1 13798 


8728156 
9 813137 
1 119419906 


p]8728;156, 

981,3137 

1.266.030.548 


Housing operating account 
Revaluation Reserve 
Accumulated surplus 


1137981198 


Total Net Assets 
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Revenue from non-exchange transactions 

Property rates 

Property rates - penalties imposed and collection charges 
Fines 

Government grants and subsidies 
Licences and permits 

Public donations - Property, plant and equipment 
Revenue from exchange transactions 
Service charges 

Rental of facilities and equipment 
interest earned investments 
interest earned outstanding debtors 
Other income 

Gain on disposal of property, plant and equipment 
Fair Value Adjustment of investment properties 

Total Revenue 


EXPENDITURE 

Employee related costs 
Remuneration of councillors 
Collection costs 
Ammortisation 
Depreciation 

Repairs and maintenance 
Finance costs 
Bulk purchases 

Employee and long services benefits 
General expenses 
Contracted services 

Transfer made: MIG funding paid to llembe District Municipality 

Adjustments to allowance for impairment 

Adjustments to non-current provisions 

Adjustments to current provision 

Bad debts written off 

Loss on disposal of assets 

Impairment loss on assets 

Less: Recharges 

Total Expenditure 


SURPLUS FOR THE YEAR FROM CONTINUING OPERATIONS 


DISCONTINUED OPERATIONS 

LOSS FOR THE YEAR FROM DISCONTINUED OPERATIONS 


SURPLUS FOR THE YEAR 


Note 

19 

28.2 

21 

10 

20 

18 

28.1 

12 

2014 

■ 

; 257 976 4& 

...■1^/ 9666 071 
2&97^08T 
. 141 65r 286 

574483 409 
"1^666:^5; 

4 283 230 

s 84 105 
\#ll0445 000 

' O';-' 


Restated 2013 

, . ' ' ^ ' 

237:479;149' 
p: iQ 744 404 
% ■ ,'5,866;8t4 
^ .116 663 902 
^ , 8 571''i83: 
18 428 975 

510 312 319 

1 054 586 
; : : . . 21 098 672 

2 729 431; 
73 195 195 

1946 000 




1 008 109 629 


• 







22 

r227 441 281 


200 715 198 

23 



15130157 


4 727 168 


4 366 191 

11 

.^fc«2,37S^477.' 


2 483 039 

10 

•t«400eT;QK' 


33 970 341 

35 

' 73 669 433 


63 303 086 

24 

60i,150.' 


8 134 555 

25 

^51^398246 744 


361 429 926 

4.3 

..|^&e'022-519; 


5 709 431 

26 



127 983 697 

27.1 



22 554 536 

27.2 

8528 290: 


20 616944 

16 

16 ^0,377: 


( 324 2961 

3 

{ 1 149 193) 


267 048 

6 



100 000 

16 

:^603633 


2 506 835 


■■■ 


4 537 732 

10 

-rS-"' 7:ol5 752; 


5 705 346 


Hs ( 36 357 784) 


(,30 946 709) 
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951 333 804 
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146 610 642 


159 873 569 


— . ' 




^ '''• .. 




'r 'J- 


■ ■.%§ " ' Y ■ ' 

42 



2 392 607 
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Housino 

Ooeratina 

Account 

R 

Revaluation 

Reserve 

Accumulated 

Surolus 

R 

Total 

R 

2011 RESTATED 





8 728 156 

- 

842 596 843 

851 325 000 




2012 

Restated surplus for the year (refer to note 36.6) 

Adjustment to Rates Revenue prior to 2012/13 due to 
Valuation appeals 

Adjustment to Other Income prior 2012/2013 in respect of 
sundry deposits 

Adjustment to Rental Income prior 2012/2013 

Adjustment to General Expenses prior 2012/2013 in respect 
of SALGA subscriptions 

Adjustment to Fair value of Inves^ent Property prior 
2012/2013 in respect of take on of Ballito Scouts Hall 
Adjustment to Depreciation 

Ajustment to Accumulated Depreciation prior 2012/2013 in 
respect of Land incorrectly classified as building - Ballito 
Lifestyle Centre 

Adjustment to Non-current provision - alien vegetation 

Restated balance at 30 June 2012 



97 399 556 

289 636 

( 7 291 ) 

{ 6 820} 

{ 135 002) 

4 000 000 

( 2 721 602 ) 

2 295 170 

18 228 458 

97 399 556 

289 636 

{ 7 291 ) 

( 6 820) 

( 135 002) 

4 000 000 

{ 2 721 602 ) 

2 295 170 

18 228 458 

8 728156 

. 

961 938 948 

970 867 10S 


1111111111^^ 



2013 

Surplus for the year 

Revaluation Reserve 

Balance at 30 June 2013 

2014 

Surplus for the year 

Balance at 30 June 2014 




157 480 961 
9 813 137 

8 728156 

9 813 137 

1 119 419 906 

1 137 961 199 

l^illliggigigii 





. 

146 610 642 

146 610 645 

8 728 156 

9 813137 

1 266 030 548 

1 284 571 841 
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KWADUKUZA MUNiClPALITY 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2014 



Note 

ioii n 


Res^ted 2013 





'v R 

CASH FLOWS FROM OPERATING ACTIVITIES 





Cash receipts from ratepayers, government and other 


1 089 030 3<^ 


■ [\ 1 132 676 773. 

Cash paid to suppliers and employees 


899 986 


957 881466 

Cash generated from operations 

30 

189 043 ooO 


1747^5367 

Interest received 


21 700 2t > 


21 098:fe2 

Finance costs 

24 

(11601 


(8,13465^ 

NET CASH FLOWS FROM OPERATING ACTIVITIES 


199 142 508 


187 759 424 

CASH FLOWS FROM INVESTING ACTIVITIES 





Purchase of property, plant and equipment 


(254 705 444- 


( 88 687 676) 

Purchase of intangible assets 


335 6661 


( 10 570) 

Decrease/(lncrease) in non-current receivables 


12919 



Proceeds on sale of Investment properties 




380 649 

Proceeds on Sale of Property, Plant & Equipment 


84 105 



NET CASH FLOWS FROM INVESTING ACTIVITIES 


(254944085) 


( 88 317 596) 

CASH FLOWS FROM FINANCING ACTIVITIES 





New loans raised 


81 284 467 


34 845 G88 

Loans repaid 


(13149 906) 


{ 9 782 684) 

Lease repayments 


( 396 83S) 


( 361 766) 

Increase in consumer deposits 


1 487 336 


1 461 619 

NET CASH FLOWS FROM FINANCING ACTIVITIES 


69 225 062 


26 162 257 






NET INCREASE IN CASH AND CASH EQUIVALENTS 


13 423 485 


125 604 085 

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF 

THE YEAR 


528 947 208 


403 343 12S , 

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 

31 

542 370 693 


528 947 209 
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KWADUKUZA MUNICIPALITY 

ACCOUNTING POUCIES FOR THE YEAR ENDED 30 JUNE 2014 
1. BASIS OF PRESENTATION 

The Annual Financial Statements have been prepared on an accrual basis of accounting and are in 
accordance with the historical cost convention. 

The Annua! Financial Statements have been prepared in accordance with South African Standards of 
Generally Recognised Accounting Practice (GRAP) as prescribed by the Minister of Finance and also 
in terms of the standards and principles contained in Directives 3 and 5 issued by the Accounting 
Standards Board ("ASB") respectively, as amended. 

The Minister has determined the following Standards of GRAPfor Municipalities. 

GRAP 1 Presentation of Financial Statements 

GRAP 2 Cash Flow Statements 

GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors 

GRAP 4 The Effects of Changes in Foreign Exchange Rates 

GRAP 5 Borrowing Costs 

GRAP 6 Consolidated and Separate Financial Statements 

GRAP 7 Investments in Associates 

GRAP 8 Investment in Joint Ventures 

GRAP 9 Revenue from Exchange Transactions 

GRAP 10 Financial Reporting in Hyperinflationary Economics 

GRAP 11 Construction Contracts 

GRAP 12 Inventories 

GRAP 13 Leases 

GRAP 14 Events after the Reporting Date 

GRAP 16 Investment Property 

GRAP 17 Property, Plant and Equipment 

GRAP 19 Provisions, Contingent Uabilities and Contingent Assets 

GRAP 21 Impairment of Non-cash generating Assets 

GRAP 23 Revenue from Non-exchange Transactions {Taxes and Transfers) 

GRAP 24 Presentation of Budget Information in Financial Statements 

GRAP 25 Employee Benefits 
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KWADUKUZA MUNICIPALITY 

ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2014 

GRAP 26 Impairment of Cash -generating Assets 

GRAP 31 Intangible Assets 

GRAP 100 Non-current Assets held for Sale and Discontinued Operations 

GRAP 103 Heritage Assets 

GRAP 104 Financial Instruments 

In addition the municipality has applied all the other Interpretation Standards and directives 
determined by the Minister in the updated Directive 5. 


1.1 Changes in accounting policy and comparability 

Accounting Policies have been consistently applied, except where otherwise indicated below: 

The details of any resulting changes In accounting policy and comparative restatements are set out 
below. 

The municipality changes an accounting policy only if the change: 

a) is required by a Standard of GRAP; or 

b) results in the financial statements providing reliable and more relevant information about 
the effects of transactions, other events or conditions on the performance or cash flow. 

The Municipality has adopted GRAP 25 Employee Benefits for the first time in the current year. Refer 
to Accounting Policy Note 13 for further details. 

1.2 Critical judgments, estimations and assumptions 

The following are the critical judgments, apart from those Involving estimations, that the 
management has made In the process of applying the municipality's Accounting Policies and that 
have the most significant effect on the amounts recognised in Annual Financial Statements: 

1.2.1 Revenue Recognition 

Accounting Policy 10.2 on Revenue from Exchange Transactions and Accounting Policy 10.3 on 
Revenue from Non-exchange Transactions describes the conditions under which revenue will be 
recorded by the management of the . municipality. 

In making their judgement, the management considered the detailed criteria for the recognition of 
revenue as set out in GRAP 9: Revenue from Exchange Transactions and GRAP 23: Revenue from 
Non-exchange Transactions. In particular when services are rendered, whether the service has been 
rendered. The management of the municipality is satisfied that recognition of the revenue in the 
current year is appropriate. 
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KWADUKUZA MUNICIPALITY 

ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2014 

The municipality has adopted IGRAPl; Applying the probability test on the initial recognition of 
exchange revenue, for the first time in the current year. This has impacted on accounting for revenue 
from traffic fines issued. Refer to Accounting Policy 1.2.7 & 10.3.2 for further details. 

1.2.2 Financial assets and liabilities 

The classification of financial assets and liabilities into categories is based on judgement by 
management. 

1.2.3 Impairment of Financial Assets 

Accounting Policy 7.4 on Impairment of Financial Assets describes the process followed to determine 
the value by which financial assets should be impaired. In making the estimation of the impairment, 
the management of the municipality considered the detailed criteria of impairment of financial 
assets as set out in GRAP 104: Financial Instruments. The management of the municipality is 
satisfied that the impairment of financial assets recorded during the year, is appropriate. 

1.2.4 Useful lives of Property, Plant and Equipment ("PPE") 

As described in Accounting Policies 3.3 and, 4.2 the municipality depreciates/amortises Its property, 
plant and equipment, and intangible assets over the estimated useful lives of the assets, taking into 
account the residual values of the assets at the end of their useful lives, which is determined when 
the assets are available for use. The useful lives and residual values of the assets are based on 
industry knowledge. 

1.2.5 Impairment: Write down of PPE and Inventories 

Significant estimates and judgments are made relating to PPE impairment tests and write down of 
inventories to net realisable values. 

1.2.6 Defined Benefit Plan Liabilities 

As described in Accounting Policy 13.4, the municipality obtains actuarial valuations of its defined 
benefit plan liabilities. The defined benefit obligations of the municipality that were identified are 
Post-retirement Health Benefit Obligations and Long-service Awards. The estimated liabilities are 
recorded in accordance with the requirements of GRAP 25 Employee Benefits. Details of the 
liabilities and the key assumptions made by the actuaries in estimating the liabilities are provided in 
Note 4 to the Annual Financial Statements. 

Multi-employer defined benefit funds are accounted for as defined contribution plan as set out in 
note 4. 


1.2.7 Revenue and Receivable from Traffic Fine 

Revenue from traffic fines is initially measured on the value stipulated on the notice, summons or 
equivalent document. 

The revenue from traffic fines is subject to fxirther Judicial process which is outside the municipality's 
control. These reductions are not considered in measuring the revenue and receivable on initial 
recognition. This is because of the high degree of uncertainty In estimating the likely outcome of this 
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KWADUKUZA MUNICIPALITY 

ACCOUNTING POUCiES FOR THE YEAR ENDED 30 JUNE 2014 

process. Once this separated process has been concluded, any reductions are accounted for as a 
change in estimated revenue and are accounted for as a change in accounting estimate. 

1.3 Presentation currency 

The Annual Financial Statements are presented in South African Rand, rounded off to the nearest 
Rand which is the municipality's functional currency. 

1.4 Going concern assumption 

The Annual Financial Statements have been prepared on a going concern basis. 


1.5 Offsetting 

Assets, liabilities, revenues and expenses have not been offset, except when offsetting Is required or 
permitted by a Standard of GRAP. 

1.6 Standards and interpretations issued, but not yet effective 

The municipality has not applied the following standards and interpretations, which have been 
published and are mandatory for the municipality's accounting periods beginning on or after 01 July 
2012 or later periods. 

GRAP 18: Segment Reporting 

The objective of this standard is to establish principles for reporting financial information by 
segments. An entity shall report separately information about each segment that has been 
identified or results from aggregating two or more segments. 

GRAP 105: Transfers of Functions Between Entities Under Common Control 

The objective of this Standard of GRAP Is to establish accounting principles for the acquirer and 
transferor in a transfer of functions between municipalities under common control. 

A transfer of functions between municipalities under common control is a reorganisation and/or 
reallocation of functions between municipalities that are ultimately controlled by the same entity 
before and after a transfer of functions. 

In the event of a transfer of functions between municipalities under common control, the assets and 
liabilities should be recognised {by the acquirer) at their carrying amounts and should be 
derecognised {by the transferor) at their carrying amounts. 

The difference between amount of consideration paid or received, if any, and the carrying amounts 
of assets and liabilities should be recognised in accumulated surplus / (deficit). 

Specific disclosures are required when there is a transfer of functions between municipalities under 
common control. 

No effective date has yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard for the first time once it becomes effective. 
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KWADUKUZA MUNICIPALITY 

ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2014 

It is unlikely that the standard will have a material Impact on the municipality’s financial statements. 


GRAP 106: Transfers of Functions between Entities not Under Common Control 

The objective of this Standard of GRAP is to establish accounting principles for the acquirer in a 
transfer of functions between municipalities not under common control. 

A transfer of functions between municipalities not under common control Is a reorganisation and/or 
reallocation of functions between municipalities that are not ultimately controlled by the same 
entity before and after a transfer of functions. 

In the event of a transfer of functions between municipalities not under common control, the assets 
and liabilities should be recognised (by the acquirer) at their acquisition date fair values and should 
be derecognised (by the acquiree) at their carrying amounts. 

The difference between amount of consideration paid or received, if any, and the fair value of assets 
acquired and liabilities assumed or carrying amounts of assets transferred and liabilities relinquished 
should be recognised In surplus / (deficit). 

For transfer of functions between municipalities not under common control there are some specific 
recognition and measurement principles and exceptions to the recognition and measurement 
principles. 

Specific disclosures are required when there is a transfer of functions between municipalities not 
under common control. 

No effective date has yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard once it becomes effective, 

The impact of this amendment is currently being assessed. 


GRAP 107: Mergers 

The objective of this Standard of GRAP is to establish accounting principles for the combined 
municipality and combining municipalities in a merger. 

A merger is where a new combined municipality is started, no acquirer can be identified and the 
combining municipalities do not have any control over the municipality. 

In the event of a merger, the assets and liabilities should be recognised (by the combined 
municipality) at their carrying amounts and should be derecognised (by the combining 
municipalities) at their carrying amounts. 

The difference between the carrying amounts of assets and liabilities should be recognised in 
accumulated surplus / (deficit). 
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KWADUKUZA MUNICIPALITY 

ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2014 
Specific disclosures are required when there Is a merger. 

No effective date has yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard once it becomes effective. 
The impact of this standard is currently being assessed. 


GRAP 20: Related Party Disclosures 

The objective of this Standard of GRAP is to ensure that a municipality's financial statements contain 
the disclosures necessary to draw attention to the possibility that its financial position and surplus or 
deficit may have been affected by the existence of related parties and by transactions and 
outstanding balances with such parties. 

This Standard of GRAP requires disclosure of related party relationships, transactions and 
outstanding balances, including commitments, in the consolidated and separate financial statements 
of the municipality in accordance with the Standard of GRAP on Consolidated and Separate Financial 
Statements. This Standard of GRAP also applies to individual financial statements. 

This Standard of GRAP requires that only transactions with related parties where the transactions 
are not concluded within normal operating procedures or on terms that are not no more or no less 
favourable than the terms it would use to conclude transactions with another municipality, entity or 
person are disclosed. 

The Standard of GRAP sets out the requirements, inter alia, for the disclosure of: 

• control; 

• related party transactions; and 

• remuneration of management 

No effective date has yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard for the first time once it becomes effective. 

It is unlikely that the standard will have a material impact on the municipality's financial statements. 
For the year under review, Council has applied IPSAS 20. 


GRAP 108: Statutory Receivables 

The objective of this standard is to prescribe accounting requirements for the recognition, 
measurement, presentation and disclosure of statutory receivables. Statutory receivables can arise 
from both exchange and non-exchange transactions. 
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KWADUKUZA MUNICIPALITY 

ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2014 


2. HOUSING OPERATING ACCOUNT 

The Housing Operating Account was established In terms of the Housing Act, (Act No. 107 of 1997). 
Loans from National and Provincial Government used to finance housing selling schemes undertaken 
by the municipality were extinguished on 1 April 1998 and transferred to the Housing Operating 
Account. Housing selling schemes both complete and In progress as at 1 April 1998, were also 
transferred to the Housing Operating Account. 

In terms of the Housing Act, ail proceeds from housing developments, which include rental income 
and sales of houses, must be paid Into the Housing Operating Account. Monies standing to the 
credit of the Housing Operating Account can be used only to finance housing developments within 
the municipal area subject to the approval of the Provincial MEC responsible for housing. 


3. PROPERTY, PLANT AND EQUIPMENT 

3.1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (Including Infrastructure assets) that 
are held for use in the production or supply of services, rental to others, or for administrative 
purposes, and are expected to be used during more than one year. 

The cost of an item of property, plant and equipment is recognised as an asset if, and only if it is 
probable that future economic benefits or service potential associated with the item will flow to the 
municipality, and if the cost or fair value of the item can be measured reliably. 

Property, plant and equipment are Initially recognised at cost on its acquisition date or in the case of 
assets acquired by grant or donation, deemed cost, being the fair value of the asset on initial 
recognition. The cost of an item of property, plant and equipment Is the purchase price and other 
costs attributable to bring the asset to the location and condition necessary for it to be capable of 
operating in the manner intended by the municipality. Trade discounts and rebates are deducted in 
arriving at the cost. The cost, where applicable, also includes the necessary costs of dismantling and 
removing the asset and restoring the site on which it is located. 

When significant components of an item of property, plant and equipment have different useful 
lives, they are accounted for as separate items (major components) of property, plant and 
equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary 
assets or monetary assets, or a combination of monetary and non-monetary assets is measured at 
Its fair value. If the acquired item could not be measured at its fair value, its cost was measured at 
the carrying amount of the asset given up. 
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KWADUKUZA MUNICIPALITY 

ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2014 

Major spare parts and servicing equipment qualify as property, plant and equipment when the 
municipality expects to use them during more than one period. Similarly, if the major spare parts 
and servicing equipment can be used only in connection with an item of property, plant and 
equipment, they are accounted for as property, plant and equipment. 

3.2 Subsequent Measurement 

Subsequent expenditure relating to property, plant and equipment is capitalised if It is probable that 
future economic benefits or potential service delivery associated with the subsequent expenditure 
will flow to the municipality and the cost or fair value of the subsequent expenditure can be reliably 
measured. Subsequent expenditure incurred on an asset is only capitalised when it increases the 
capacity or future economic benefits associated with the asset. Where the municipality replaces 
parts of an asset, it derecognises the part of the asset being replaced and capitalises the new 
component. 

Subsequently all property plant and equipment, are measured at cost (which includes deemed cost 
for previously unrecognised assets), less accumulated depreciation and accumulated impairment 
losses. 

Compensation from third parties for items of property, plant and equipment that were impaired, 
lost or given up is included in surplus or deficit when the compensation becomes receivable. 

3.3 Depreciation 

Land Is not depreciated as it is regarded as having an indefinite life. Depreciation of assets other 
than land is calculated, using the straight line method, to depreciate their cost to their residual 
values over the estimated useful lives of the assets. The depreciation method used reflects the 
pattern in which the asset's future economic benefits or service potential are expected to be 
consumed by the municipality. Components of assets that are significant in relation to the whole 
asset and that have different useful lives are depreciated separately. The depreciation rates are 
based on the following estimated useful lives. 

Depreciation only commences when the asset is available for use, unless stated otherwise. 


Details Years 

Infrastructure 

Roads 10-120 

Electricity 5-100 

Storm Water 10-50 

Solid Waste Disposal 10 - 50 


Community and Recreation Facilities 5-50 
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Other Assets 

2-50 

Vehicles 

3-5 

Furniture and Fittings 

2-5 


The assets' residual values, estimated useful lives and depreciation method are reviewed annually, 
and adjusted prospectively if appropriate, at each reporting date. 

3.4 incomplete Construction Work 

Incomplete construction work is stated at historical cost. Depreciation only commences when the 
asset is available for use. 

3.5 Finance Leases 

Assets capitalised under finance leases are depreciated over their expected useful lives on the same 
basis as PPE controlled by the entity or where shorter, the term of the relevant lease if there is no 
reasonable certainty that the municipality will obtain ownership by the end of the lease term. 

3.6 Infrastructure Assets 

Infrastructure Assets are any assets that are part of a network of similar assets, infrastructure assets 
are shown at cost less accumulated depreciation and accumulated impairment, infrastructure assets 
are treated similarly to all other assets of the municipality. 

3.7 Derecognition of Property, Plant and Equipment 

The carrying amount of an item of property, plant and equipment is derecognised on disposal, or 
when no future economic benefits or service potential are expected from its use or disposal. 

The gain or loss arising from derecognition of an item of property, plant and equipment is included 
in surplus or deficit for the year when the item is derecognised. 

Gains or losses are calculated as the difference between the net book value of assets {cost less 
accumulated depreciation and accumulated Impairment losses) and the sales proceeds. 

3.8 Impairment of Assets 

3.8.1 Cash > generating Assets 

Identification: 

The municipality assesses at each reporting date whether there Is any indication that an asset may 
be impaired. If any such indication exists, the municipality estimates the recoverable amount of the 
asset. 

If there is any indication that an asset may be Impaired, the recoverable amount is estimated for the 
individual asset. If it is not possible to estimate the recoverable amount of the individual asset, the 
recoverable amount of the cash-generating unit to which the asset belongs is determined. 
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The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs 
to sell and its value in use. 

Value in use 

Value in use of a cash generating asset Is the present value of the estimated future cash flo\A/s 
expected to be derived from the continuing use of an asset and from its disposal at the end of its 
useful life. 

When estimating the value in use of an asset, the municipality estimates the future cash inflows and 
outflows to be derived from continuing use of the asset and from Its ultimate disposal and the 
municipality applies the appropriate discount rate to those future cash flows. 

Discount rate 

The discount rate is a rate that reflects current market assessments of the time value of money, 
represented by the current risk free rate of interest and the risks specific to the asset for which the 
future cash flow estimates have not been adjusted. 

Recognition and measurement 

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the 
asset is reduced to its recoverable amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation Is 
recognised immediately in surplus or deficit for the year. 

An impairment loss is recognised for cash-generating units if the recoverable amount of the unit is 
less than the carrying amount of the unit. The impairment loss is allocated to reduce the carrying 
amount of the assets of the unit as follows: 

• to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the 
unit. 

A municipality assesses at each reporting date whether there is any indication that an impairment 
loss recognised in prior periods for assets may no longer exist or may have decreased. If any such 
indication exists, the recoverable amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not 
exceed the carrying amount that would have been determined had no impairment loss been 
recognised for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or 
amortisation is recognised immediately in surplus or deficit for the year. 
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3.8.2 Impairment of Nonosh Generating Assets 


The municipality assesses at each reporting date whether there is any indication that an asset may 
be impaired, if any such indication exists, the municipality estimates the recoverable service amount 
of the asset. 

If there is any indication that an asset may be impaired, the recoverable service amount Is estimated 
for the individual asset, if it is not possible to estimate the recoverable service amount of the 
individual asset no impairment recognised. 

Value In use 

Value in use of an asset is the present value of the asset's remaining service potential. 

The present value of the remaining service potential of an asset Is determined using the following 
approach: 

Depreciated replacement cost approach: 

The present value of the remaining service potential of a non cash generating asset Is determined as 
the depreciated replacement cost of the asset. The replacement cost of an asset is the cost to 
replace the asset's gross service potential. This cost is depreciated to reflect the asset in its used 
condition. An asset may be replaced either through reproduction (replication) of the existing asset or 
through replacement of its gross service potential. The depreciated replacement cost is measured as 
the reproduction or replacement cost of the asset, whichever is lower, less accumulated 
depreciation calculated on the basis of such cost, to reflect the already consumed or expired service 
potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an "optimised" basis. The 
rationale is that the municipality would not replace or reproduce the asset with a like asset if the 
asset to be replaced or reproduced is an overdesigned or overcapacity asset. Overdesigned assets 
contain features which are unnecessary for the goods or services the asset provides. Overcapacity 
assets are assets that have a greater capacity than is necessary to meet the demand for goods or 
services the asset provides. The determination of the replacement cost or reproduction cost of an 
asset on an optimised basis thus reflects the service potential required of the asset. 

Recognition and measurement 

if the recoverable service amount of an asset is less than Its carrying amount, the carrying amount of 
the asset is reduced to its recoverable service amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is 
recognised Immediately in surplus or deficit for the year. 

An impairment loss is recognised for non-cash-generating units if the recoverable service amount of 
the unit is less than the carrying amount of the unit. The impairment loss is allocated to reduce the 
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carrying amount of the assets of the unit as follows: 


« to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the 
unit. 

A municipality assesses at each reporting date whether there Is any indication that an impairment 
loss recognised in prior periods for assets may no longer exist or may have decreased. If any such 
indication exists, the recoverable service amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not 
exceed the carrying amount that would have been determined had no impairment loss been 
recognised for the asset in prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or 
amortisation is recognised immediately in surplus or deficit for the year. 


4. INTANGIBLE ASSETS 

4.1 initial Recognition 

Identifiable non-monetary assets without physical substance which are held for use in the 
production or supply of services, for rental to others, or for administrative purposes are classified 
and recognised as intangible assets. The municipality recognises an intangible asset only when It is 
probable that the expected future economic benefits or service potential that are attributable to the 
asset will flow to the municipality and the cost or fair value of the asset can be measured reliably. 

Internally generated Intangible assets are subject to strict recognition criteria before they are 
capitalised. Research expenditure is recognised as an expense when incurred. 

Other development expenditures that do not meet these criteria are recognised as an expense as 
incurred. Development costs previously recognised as an expense are not recognised as an asset in a 
subsequent period. Capitalised development costs are recorded as intangible assets and amortised 
from the point at which the asset Is ready for use on a straight-line basis over its useful life, not 
exceeding five years. Development assets are tested for impairment annually. 

Intangible assets are initially recognised at cost. Where an Intangible asset is acquired at no cost or 
for a nominal consideration, its cost is its fair value as at the date it is acquired. Where an intangible 
asset is acquired in exchange for a non-monetary asset or monetary assets, or a combination of 
monetary and non-monetary assets, the asset acquired Is initially measured at fair value (the cost). If 
the acquired item's fair value was not determinable, it’s deemed cost is the carrying amount of the 
asset{s) given up. 

The municipality does not recognise electricity servitudes arising from a legal right as intangible 
assets. However, right of use relating to Eskom sub-stations is recognised as intangible assets. 
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4.2 Subsequent Measurement, Amortisation and Impairment 

Subsequently all intangible assets are measured at cost, less accumulated amortisation and 
accumulated impairment losses. 

Amortisation is charged on a straight-line basis over the intangible assets' useful lives, which are 
estimated to be between 3 to 5 years. Where intangible assets are deemed to have an Indefinite 
useful life, such intangible assets are not amortised, for example servitudes (excluding electricity 
servitudes) obtained by the municipality give the municipality access to land for specific purposes for 
an unlimited period - however, such intangible assets are subject to an annual impairment test. 

Intangible assets are annually tested for Impairment, Including intangible assets not yet available for 
use. Where items of intangible assets have been impaired, the carrying value is adjusted by the 
impairment loss, which Is recognised as an expense in the period that the impairment is identified 
except where the impairment reverses a previous revaluation. The impairment loss is the difference 
between the carrying amount and the recoverable amount. 

The estimated useful life and amortisation method are reviewed annually. Any adjustments arising 
from the annual review are applied prospectively as a change in accounting estimate In surplus or 
deficit for the year. 

4.3 Derecognition of Intangible Assets 

The carrying amount of an intangible asset is derecognised on disposal, or when no future economic 
benefits or service potential are expected from Its use or disposal. 

The gain or loss arising from derecognition of an intangible asset is included in surplus or deficit 
when the asset is derecognised. Gains are not included in revenue. 

Gains or losses are calculated as the difference between the net book value of assets (cost less 
accumulated amortisation and accumulated impairment losses) and the sales proceeds. This is 
included in surplus or deficit for the year as a gain or loss on disposal of intangible assets. 


5. INVESTMENT PROPERTY 

5.1 initial Recognition 

Investment property Includes property (land or a building, or part of a building, or both land and 
buildings held under a finance lease) held to earn rentals and/or for capital appreciation, rather than 
held to meet service delivery objectives, the production or supply of services, or the sale of an asset 
in the ordinary course of operations. 

At initial recognition, the municipality measures investment property at cost including transaction 
costs once it meets the definition of Investment property. However, where an Investment property 
was acquired through a non-exchange transaction or at a nominal value its cost is its fair value as at 
the date of acquisition. 

The cost of seif-constructed investment property is the cost at date of completion. 
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Based on management's judgement, the following criteria have been applied to distinguish 
investment properties from owner occupied property or property held for resale: 

® Ail properties held to earn market-related rentals orfor capital appreciation or both and that 
are not used for administrative purposes and that will not be sold within the next 12 months are 
classified as Investment Properties; 

® Land held for a currently undetermined future use. (If the municipality has not determined 
that it will use the land as owner-occupied property orfor short-term sale in the ordinary course of 
business, the land is regarded as held for capital appreciation); 

® Property that is being constructed or developed for future use as investment property; 

® A building owned by the municipality (or held by the municipality under a finance lease) and 

leased out under one or more operating leases; and 

® A building that is vacant but is held to be leased out under one or more operating leases on 
a commercial basis to external parties. 

The following assets do not fall in the ambit of Investment Property and shall be classified as 
Property, Plant and Equipment, Inventory or Non-Current Assets Held for Sale, as appropriate: 

• Property intended for sale in the ordinary course of operations or in the process of 
construction or development for such sale; 

• Property being constructed or developed on behalf of third parties; 

• Owner-occupied property, Including (among other things) property held for future use as 
owner-occupied property, property held for future development and subsequent use as owner- 
occupied property, property occupied by employees such as housing for personnel (whether or not 
the employees pay rent at market rates) and owner-occupied property awaiting disposal; 

• Property that is leased to another entity under a finance lease; 

» Property held to provide a social service and which also generates cash inflows, e.g. property 
rented out below market rental to sporting bodies, schools, low income families, etc; and 

® Property held for strategic purposes or service delivery. 

5.2 Subsequent Measurement - Fair Value Model 

Investment property is measured using the fair value model. Investment property is carried at fair 
value, representing open market value determined annually by external valuers at the reporting 
date. Fair value is based on active market prices, adjusted, if necessary, for any difference In the 
nature, location or condition of the specific asset. Again or loss arising from a change in the fair 
value of investment property is included In surplus or deficit for the year. 

The carrying amount of an investment property is derecognised on disposal, or when no future 
economic benefits or service potential are expected from Its use or disposal. 
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The gain or loss arising from derecognition of an investment property is included in surplus or deficit 
for the year when the asset is derecognised.. 

Gains or losses are calculated as the difference between the net book value of assets (fair value) and 
the sales proceeds. 


6 Heritage Assets 

Heritage assets, which are culturally significant resources and which are shown at cost, are not 
depreciated owing to uncertainty regarding their estimated useful lives. 

(GRAP 1.76 (d)) 

Directive 3 allows for transitional provisions in respect of heritage assets, with specific mention of 
the following: 

If the initial accounting for heritage assets is incomplete by the end of a reporting period in which 
the Standard becomes effective or the transfer occurs, whichever is later, the entity shall report In 
its financial statements provisional amounts for those heritage assets for which the accounting is 
incomplete. 

During the measurement period, the entity shall retrospectively adjust the provisional amounts 
recognised to reflect information obtained about facts and circumstances that existed on the 
effective date of the Standard in accordance with paragraph .121 or the transfer date in accordance 
with paragraph .122, and, if known, would have affected the measurement of the amounts 
recognised as of that date. 

During the measurement period, the entity shall also recognise additional heritage assets If 
information is obtained about the existence of those heritage assets at the effective date of the 
Standard or the transfer date, whichever Is applicable, and, if It had been known, would have 
resulted in the recognition of those heritage assets at that date. The measurement period ends as 
soon as the entity receives the information it was seeking about facts and circumstances that existed 
at the effective date of the Standard or the transfer date, whichever is applicable, or learns that no 
more information is obtainable. However, the measurement period shall not exceed the later of 
three years from the effective date of the Standard or the transfer date. 

This measurement period expires at 30 June 2015 on which date the Standard needs to be fully 
complied with. 

The exemption from applying the measurement requirements of the Standard of GRAP on Heritage 
Assets implies that any associated presentation and disclosure requirements need not be complied 
with for heritage assets not measured in the accordance with the requirements of the Standard of 
GRAP on Heritage Assets 
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The municipaiity has various types of financial instruments and these can be broadly categorised as 
either Financial Assets or Financial Liabilities. 


7.1 


Financial Assets - Classification 


A financial asset is any asset consisting of cash or a contractual right to receive cash. The 
municipality has the following types of financial assets as reflected on the face of the Statement of 
Financial Position or in the notes thereto: 

® Investments longer than 12 months in Fixed Deposits (Banking Institutions, etc.) 

« Long-term Receivables 

• Consumer Debtors 

• Certain Other Debtors 

• Cash & Cash Equivalents 

In accordance with GRAP 104, the Financial Assets of the municipality are classified as follows into 
the three categories allowed by this standard: 


Type of Financial Asset 
Bank Balances and Cash 
Long-term Receivables 
Consumer Debtors 
Other Debtors 

Investments in Fixed Deposits 


Classification in terms of GRAP 104 
Financial assets at amortised cost 
Financial assets at amortised cost 
Financial assets at amortised cost 
Financial assets at amortised cost 
Financial assets at amortised cost 


Financial assets at amortised cost are non-derivative financial assets with fixed or determinable 
payments that are not quoted in an active market. They are included in current assets, except for 
maturities greater than 12 months, which are classified as non-current assets. 

Cash and cash equivalents include cash on hand (Including petty cash) and cash with banks (including 
call deposits). Cash equivalents are short-term highly liquid investments, readily convertible into 
known amounts of cash that are held with registered banking institutions with maturities of three 
months or less and are subject to an insignificant risk of change in value. For the purposes of the 
cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with 
banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as financial 
assets: loans and receivables. 
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7.2 Financial Liabilities - Classification 

A financial liability is a contractual obligation to deliver cash or another financial asset to another 
entity. The municipality has the following types of financial liabilities as reflected on the face of the 
Statement of Financial Position or in the notes thereto: 

® Long-term Liabilities 

® Certain Other Creditors 

® Bank Overdraft 

® Short-term Loans 

• Current Portion of Long-term Liabilities 

• Consumer Deposits 

The Financial Liabilities of the municipality are classified into the following category as allowed by 
this standard 

• Financial liabilities at amortised cost. 

Financial liabilities at amortised cost are initially measured at fair value, net of transaction costs. 
These are subsequently measured at amortised cost using the Effective interest method, with 
Interest expense recognised on an effective yield basis. 

7.3 Initial and Subsequent Measurement 

7.3.1 Financial Assets: 

Financial assets at amortised cost are initially measured at fair value plus transaction costs that are 
directly attributable to the acquisition or issue of the financial asset. Subsequently, these assets are 
measured at amortised cost using the Effertive Interest Method less any impairment, with revenue 
recognised on an effective yield basis. 

7.3.2 Financial Liabilities: 

Financial Liabilities at amortised cost are initially measured at fair value net of transaction costs. 
Subsequently, these liabilities are measured at amortised cost using the effective interest method, 
with interest expense recognised on an effective yield basis.. 

Financial liabilities are recognised on the trade date at which the municipality becomes a party to 
the contractual provisions of the Instrument. 

7.4 Impairment of Financial Assets 

Financial assets are assessed for indicators of impairment at reporting date. Financial assets are 
impaired where there is objective evidence of impairment of Financial Assets (such as the probability 
of Insolvency or significant financial difficulties of the debtor). If there is such evidence the 
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recoverable amount is estimated and an impairment loss Is recognised in accordance with GRAP 
104 . 

initially Accounts Receivable are valued at fair value and subsequently carried at amortised cost 
using the effective interest rate method. An estimate Is made for doubtful debt based on past 
default experience of all outstanding amounts at year-end. Amounts receivable within 12 months 
from the date of reporting are classified as current. 

A provision for impairment of trade receivables is established when there is objective evidence that 
the municipality will not be able to collect all amounts due according to the original terms of 
receivables. The amount of the provision Is the difference between the asset's carrying amount and 
the present value of estimated future cash flows, discounted at the original effective interest rate. 

The provision is made whereby the recoverability of Consumer Debtors is assessed individua lly or 
collectively after grouping the assets in financial assets with similar credit risk characteristics if 
individual assessment was not possible. 

The carrying amount of the financial asset is reduced by the Impairment loss directly for all financial 
assets and recognised in surplus or deficit for the year with the exception of trade receivables, 
where the carrying amount is reduced through the use of an allowance account. When a trade 
receivable is considered uncollectible, it is written off against the allowance account. Subsequent 
recoveries of amounts previously written off are credited against the allowance account. Changes in 
the carrying amount of the allowance account are recognised in surplus or deficit for the year. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be 
related objectively to an event occurring after the Impairment was recognised, the previously 
recognised impairment loss is reversed through surplus or deficit for the year to the extent that the 
carrying amount of the instruments at the date the impairment is reversed does not exceed what 
the amortised cost would have been had the impairment not been recognised. 

7.5 Derecognition of Financial Assets 

The municipality derecognises Financial Assets only when the contractual rights to the cash flows 
from the asset expire or it transfers the financial asset and substantially ail the risks and rewards of 
ownership of the asset to another entity, except when Council approves the write-off of Financial 
Assets due to non-recoverability. 

If the municipality neither transfers nor retains substantially all the risks and rewards of ownership 
and continues to control the transferred asset, the municipality recognises its retained interest in 
the asset and an associated liability for amounts it may have to pay. If the municipality retains 
substantially all the risks and rewardsof ownership of a transferred financial asset, the municipality 
continues to recognise the financial asset and also recognises a collateralised borrowing for the 
proceeds received. 
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7.6 Derecognition of Financial Liabilities 

The municipality derecognises Financial Liabilities when, and only when, the municipality's 
obligations are discharged, cancelled or they expire. 


Inventories comprising consumable stores, raw materials and finishing goods are initially measured 
at cost except where Inventories are acquired at no cost, or for nominal consideration, then their 
costs are their fair value as at the date of acquisition. 


Subsequently inventories are measured at the lower of cost and net realisable value, determined on 
the weighted average cost. 

Inventories are measured at the lower of cost and current replacement cost where they are held for: 

• distribution at no charge or for a nominal charge; or 

• consumption in the production process of goods to be distributed at no charge or for a 
nominal charge 

Unsold properties represent unsold units in economic selling schemes where the net realisable value 
of each unit is either nil or a nominal amount. As a consequence of the passage of time the 
municipality is not in a position to determine the cost of such inventory. Furthermore, the use of 


current replacement cost would not only distort the statement of financial position by inflating the 
value of inventories but would also result in a credit to the housing operating account contrary to 
section 14 of the Housing Act, 1998. Accordingly unsold properties are stated in the annual financial 
statements at net realisable value. 

Redundant and slow-moving Inventories are identified and written down from cost to net realisable 
value with regard to their estimated economic or realisable values. 


9. NON-CURRENT ASSETS HELD-FOR-SALE AND DISCONTINUED OPERATIONS 

9.1 Non-current assets held for sale 

9.2 Initial Recognition 

Non-current Assets and Disposal Groups are classified as held-for-sale if their carrying amount will 
be recovered principally through a sale transaction rather than through continuing use. This 
condition is regarded as met only when the sale Is highly probable and the asset (or disposal group) 
is available for Immediate sale In its present condition. Council must be committed to the sale. 
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which should be expected to qualify for recognition as a completed sale within one year from the 
date of classification. 

9.3 Subsequent Measurement 

Non-current Assets (and Disposal Groups) classified as held-for-sale are measured at the tower of 
their previous carrying amount and fair value less costs to sell. 

A non-current asset is not depreciated {or amortised) while it is classified as held for sale, or while it 
is part of a disposal group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for 
sale are recognised in surplus or deficit. 

9.4 Discontinued operations 

A discontinued operation is a component of the municipality that either has been disposed of or is 
classified as held for sale and; 

(a) represents a distinguishable activity, group of activities or geographical area of operations; 

(b) Is part of a single co-ordinated 

plan to dispose of a distinguishable activity, group of activities or geographical area of operations; or 

(c) is a controlled entity acquired exclusively with a view to resale. 

Discontinued operations are presented separately from continuing operations in the annual financial 
statements. 


10. REVENUE RECOGNITION 
10.1 General 

Revenue from exchange transactions 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in 
return for services rendered / goods sold, the value of which approximates the consideration 
received or receivable. 

Revenue comprises the fair value of the consideration received or receivable for the sale or 
rendering of services in the ordinary course of the municipality's activities. Revenue is shown net of 
value-added tax, returns, rebates and discounts. 

The municipality recognises revenue when the amount of revenue can be reliably measured, it is 
probable that future economic benefits or service potential will flow to the municipality and when 
specific criteria have been met for each of the municipality's activities as described below. The 
amount of revenue is not considered to be reliably measurable until all contingencies relating to the 
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sale have been resolved. The municipality bases its estimates on historical results, taking into 
consideration the type of customer, the type of transaction and the specifics of each arrangement. 

Revenue from non-exchange transactions 

Revenue from non-exchange transactions refers to transactions where the municipality received 
revenue from another entity without directly giving approximately equal value in exchange. Revenue 
from non-exchange transactions Is recognised to the extent that the related receipt or receivable 
qualifies for recognition as an asset and there is no liability to repay the amount. 

10.2 Revenue from Exchange Transactions 

10.2.1 Service Charges 

Service charges relating to electricity are based on consumption. Meters are read on a monthly basis 
and are recognised as revenue when Invoiced. Provisional estimates of consumption, based on the 
consumption history, are made monthly when meter readings have not been performed. The 
provisional estimates of consumption are recognised as revenue when invoiced, except at year-end 
when estimates of consumption up to year-end are recorded as revenue without being invoiced. 
Adjustments to provisional estimates of consumption are made in the invoicing period in which 
meters have been read. These adjustments are recognised as revenue in the invoicing period. In 
respect of estimates of consumption between the last reading date and the reporting date, an 
accrual is made based on the average monthly consumption of consumers. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying 
the approved tariff to each property that has improvements. Tariffs are determined per category of 
property usage, and are levied monthly based on the number of refuse containers on each property. 

In circumstances where services cannot readily be measured and quantified, a flat rate service 
charge is levied monthly on such properties. 

10.2.2 Pre-pald Electricity 

Revenue from the sale of electricity pre-paid meter cards are recognised at the point of sale. 

Revenue from the sale of electricity prepaid meter cards made in the last month of the financial year 
is recognised based on an estimate of the prepaid electricity consumed as at the reporting date with 
reference to the consumption patterns of the individual users. 

10.2.3 Finance income 

Interest earned on investments Is recognised in surplus or deficit for the year on the time 
proportionate basis that takes into account the effective yield on the investment. 

10.2.4 Tariff Charges 

Revenue arising from the application of the approved tariff of charges is recognised when the 
relevant service is rendered by applying the relevant authorised tariff. This includes the issuing of 
licences and permits. 
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10.2.5 Rentals 

Revenue from the rental of facilities and equipment classified as operating leases is recognised on a 
straight-line basis over the term of the lease agreement, where such lease periods span over more 
than one financial year. 

10.3 Revenue from Non-exchange Transactions 

10.3.1 Rates and Taxes 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. 
Collection charges are recognised when such amounts are legally enforceable. Penalty interest on 
unpaid rates is recognised on a time proportion basis with reference to the principal amount 
receivable and effective interest rate applicable. A composite rating system charging different rate 
tariffs is employed. Rebates are granted to certain categories of ratepayers and are deducted from 
revenue. 

10.3.2 Fines 

Fines constitute both spot fines and summonses. Revenue from fines is recognised when the legal 
entitlement to this revenue arises. Subsequent adjustments to the initial measurement of the fines 
revenue may be made depending on the outcome of additional judicial processes that follow once 
the fine is Issued. 

10.3.3 Public contributions 

Revenue from public contributions Is recognised when all conditions associated with the 
contribution have been met or where the contribution Is to finance property, plant and equipment, 
when such items of property, plant and equipment are brought into use. Where public 
contributions have been received and the municipality has not met the condition, a liability is 
recognised. 

10.3.4 Revenue from Recovery of Unauthorised, Irregular, Fruitless and Wasteful Expenditure 

Revenue from the recovery of unauthorised, Irregular, fruitless and wasteful expenditure is based on 
legislated procedures. Including those set out in the Municipal Finance Management Act (Act No.56 
of 2003) and is recognised when the recovery thereof from the responsible councillors or officials is 
virtually certain. Such revenue is based on legislated procedures. 


11. GOVERNMENT GRANTS AND RECEIPTS 

income received from conditional grants, donations and funding are recognised as revenue to the 
extent that the municipality has complied with any of the criteria, conditions or obligations 
embodied in the agreement. To the extent that the criteria, conditions or obligations have not been 
met, a liability is recognised. Government grants that are receivable as compensation for expenses 
or losses already incurred or for the purpose of giving immediate financial support to the 


28 



KWADUKU2A MUNICIPALITY 

ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2014 

municipality with no future related costs, are recognised as Accounts Receivable in the period in 
which they become receivable. 

interest earned on investments is treated in accordance with grant conditions, if it is payabie to the 
funder it is recorded as part of the liability and if it Is the municipality's interest it is recognised as 
interest earned in surplus of deficit for the year. 


Provisions are recognised when the municipality has a present or constructive obligation as a result 
of past events, it is probable that an outflow of resources embodying economic benefits or service 
potential will be required to settle the obligation and a reliable estimate can be made of the 
obligation. 

Future events that may affect the amount required to settle an obligation are reflected in the 
amount of a provision where there is sufficient objective evidence that they will occur. Gains from 
the expected disposal of assets are not taken Into account In measuring a provision. Provisions are 
not recognised for future operating losses. The present obligation under an onerous contract is 
recognised and measured as a provision. 

Provisions are reviewed at reporting date and the amount of a provision is the present value of the 
expenditure expected to be required to settle the obligation. When the effect of discounting is 
material, provisions are determined by discounting the expected future cash flows that reflect 
current market assessments of the time value of money. The impact of the periodic unwinding of 
the discount is recognised in the Statement of Financial Performance as a finance cost as it occurs. 


13. EMPLOYEE BENEFITS 

In the current year, the municipality has adopted GRAP 25 Employee Benefits. 

The objective of GRAP 25 is to prescribe the accounting and disclosure for employee benefits. The 
Standard of GRAP requires a municipality to recognise: 

® a liability when an employee has provided service in exchange for employee benefits to be 
paid in the future; and 

® an expense when a municipality consumes the economic benefits or service potential arising 
from service provided by an employee in exchange for employee benefits. 

The major difference between this Standard of GRAP and IAS 19 Is with regards to the treatment of 
actuarial gains and losses and past service costs. This Standard of GRAP requires a municipality to 
recognise ail actuarial gains and losses and past service costs immediately in the statement of 
financial performance once occurred. 
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The following is noted: 

13.1 Short-term Employee Benefits 

Remuneration to employees Is recognised in surplus or deficit for the year as the services are 
rendered, except for non-accumulating benefits, which are only recognised when the specific event 
occurs. 

The costs of all short-term employee benefits such as leave pay, are recognised during the period in 
which the employee renders the related service. The liability for leave pay is based on the total 
accrued leave days at year end and Is shown as an accrual in the Statement of Financial Position. 

The municipality recognises the expected cost of performance bonuses only when the municipality 
has a present legal or constructive obligation to make such payment and a reliable estimate can be 
made. 

13.2 Past service costs 

Past service costs are recognised immediately in surplus or deficit, unless the changes to the pension 
plan are conditional on the employees remaining in service for a specified period of time (the vesting 
period). In this case, the past-service costs are amortised on a straight-line basis over the vesting 
period. 

13.3 Defined Contribution Plans 

A defined contribution plan is a plan under which the municipality pays fixed contributions into a 
separate entity. The municipality has no legal or constructive obligation to pay further contributions 
if the fund does not hold sufficient assets to pay all employees the benefits relating to service in the 
current or prior periods. 

The municipality's contributions to the defined contribution funds are established in terms of the 
rules governing those plans. Contributions are recognised in surplus or deficit for the year in which 
the service is rendered by the relevant employees. Prepaid contributions are recognised as an asset 
to the extent that a cash refund or a reduction in the future payments is available. The municipality 
has no further payment obligations once the contributions have been paid. 

13.4 Defined Benefit Plans 

A defined benefit plan is a post- employment benefit plan other than a defined contribution plan. 

For defined benefit plans the cost of providing the benefits is determined using the projected unit 
credit method. 

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions 
are charged to surplus or deficit for the year In which they arise. 

13.4.1 Pension obligations 

The municipality and its employees contribute tofour 4 different pension funds, namely Natal Joint 
Municipal Pension Fund and South African Local Authority Pension Fund. The KZN Municipal Pension 
Fund is a defined contribution fund. The contributions to fund obligations for the payment of 
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retirement benefits are charged against Income in the year they become payable. Natal Joint 
Superannuation & Retirement Funds and Government Employee Pension Fund are defined benefit 
funds. The Natal Joint Provident Fund and South African Local Authority Pension Fund are defined 
contribution funds. 

The schemes are funded through payments to fund administrator or trustee-administered funds, 
determined by periodic actuarial calculations. 

Defined benefit plans have been accounted for as defined contribution plans in accordance with the 
requirements on multi-employer plans where sufficient information is not available to account for 
such plans as defined benefit plans. As the fund administrators do not have sufficient information 
available to allocate the shortfall on liabilities to individual employers, no liability is recognised for 
any shortfall of fund asset as compared to fund liabilities. Any surcharges that may be levied by the 
fund from time to time in order to compensate for shortfalls, are recognised as expenses in the 
period in which they become payable to the fund. As surcharges are advised long in advance, based 
on actuarial valuations of the fund as a whole, the necessary provision for the payment thereof is 
made in the course of the municipality's normal budgeting processes. 

13.4.2 Post-retirement Health Care Benefits: 

The municipality has an obligation to provide Post-retirement Health Care Benefits to certain of its 
retirees. According to the rules of the Medical Aid Funds, with which the municipality is associated, 
a member (who is on the current Conditions of Service), on retirement, is entitled to remain a 
continued member of the Medical Aid Fund, in which case the municipality is liable for a certain 
portion of the medical aid membership fee. 

The defined benefit liability is the aggregate of the present value of the defined benefit obligation 
and recognised actuarial gains and losses, adjusted by past service costs where applicable. The plan 
is unfunded. The present value of the defined benefit obligation is calculated using the projected 
unit credit method, incorporating actuarial assumptions and an appropriate discount rate. 

Valuations of these obligations are carried out every year by independent qualified actuaries. 

Actuarial gains or losses are accounted for in full and are recognised in the Statement of Financial 
Performance. 

13.4.3 Long-service Allowance 

The municipality has an obligation to provide Long-service Allowance Benefits to all of its employees. 
According to the rules of the Long-service Allowance Scheme, which the municipality instituted and 
operates, an employee (who is on the current Conditions of Service), is entitled to a cash allowance, 

as well as additional once-off leave calculated In terms of the rules of the scheme, after 10, 15, 20, 
25, 30, 35, 40 and 45 years of continued service. 

The municipality's liability is based on an actuarial valuation. The projected unit credit method has 
been used to value the liabilities. Actuarial gains and losses on the long-term incentives are 
accounted for in surplus or deficit for the year. 

Actuarial gains or losses are accounted for in full and are recognised in surplus or deficit for the year. 
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14.1 The Municipality as Lessee 

Leases are classified as finance leases where substantially ail the risks and rewards associated with 
ownership of an asset are transferred to the municipality. Property, plant and equipment or 
Intangible Assets subject to finance lease agreements are capitalised at amounts equal to the fair 
value of the leased asset or, if lower, the present value of the minimum tease payments, each 
determined at the inception of the lease. Corresponding liabilities are included in the Statement of 
Financial Position as Finance lease Liabilities. The corresponding liabilities are initially recognised at 
the inception of the lease and are measured as the sum of the minimum lease payments due in 
terms of the lease agreement, discounted for the effect of interest. In discounting the lease 
payments, the municipality uses the interest rate that exactly discounts the lease payments and 
unguaranteed residual value to the fair value of the asset plus any direct costs incurred. Lease 
payments are allocated between the lease finance cost and the capital repayment using the effective 
interest rate method. Lease finance costs are expensed when incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated 
accounting policies applicable to Property, plant, equipment or Intangible Assets. The lease liability is 
reduced by the lease payments, which are allocated between the lease finance cost and the capital 
repayment using the effective interest rate method. Lease finance costs are expensed when 
incurred. The accounting policies relating to derecognition of financial instruments are applied to 
lease payables. The tease asset Is depreciated over the shorter of the asset's useful life or the lease 
term. 

Operating leases are those leases that do not fall within the scope of the above definition. 

Operating lease rentals are recognised as an expense in surplus or deficit for the year on a straight- 
line basis over the term of the relevant lease. 

In the event that lease incentives are received to enter into operating leases, such incentives are 
recognised as a liability. The aggregate benefit of incentives is recognised as a reduction of rental 
expense on a straight-line basis, except where another systematic basis is more representative of 
the time pattern in which economic benefits from the leased asset are consumed. 

14.2 The Municipality as Lessor 

Operating lease rental income is recognised on a straight-line basis over the term of the relevant 
lease. 


15. BORROWING COSTS 


The municipality capitalises borrowing costs incurred that are directly attributable to the acquisition, 
construction or production of a qualifying asset as part of the cost of that asset are recognised as an 
expense in surplus or deficit for the year. 
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it is considered inappropriate to capitalise borrowing costs where the link between the funds 
borrowed and the capita! asset acquired cannot be adequately established - the municipaiity 
expenses borrowing costs when it Is inappropriate to capitalise it The municipality ceases the 
capitalisation of borrowing costs when substantially all the activities to prepare the asset for its 
intended use or sale are complete. 


The Municipality accounts for Value Added Tax on the payments basis. 


17. CASH AND CASH EQUIVALENTS 

Cash includes cash-on-hand and cash with banks. Cash equivalents are short-term highly liquid 
investments that are held with registered banking institutions with maturities of three months or 
less and are subject to an insignificant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, 
deposits held on call with banks and investments in financial instruments, net of bank overdrafts. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are 
expensed as incurred. 


18. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in 
terms of the conditions of an allocation received from another sphere of government, municipality 
or organ of state and expenditure in the form of a grant that is not permitted in terms of the 
Municipal Finance Management Act (Act No 56 of 2003). Unauthorised expenditure is accounted for 
as an expense in the Statement of Financial Performance. If the expenditure is not condoned by the 
Council it is treated as an asset until it Is recovered or written off as irrecoverable. 


19. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act 
No 56 of 2003), the Municipal Systems Act (Act No 32 of 2000), and the Public Office Bearers Act (Act 
No 20 of 1998) or is in contravention of the Municipality's or Municipal Entities' supply chain 
management policies. Irregular expenditure excludes unauthorised expenditure. Unauthorised 
expenditure is accounted for as an expense in the Statement of Financial Performance. If the 
expenditure is not condoned by the Council it is treated as an asset until it is recovered or written off 
as irrecoverable. 
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20. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure Is expenditure that was made in vain and would have been 
avoided had reasonable care been exercised. Fruitless and wasteful expenditure is accounted for as 
expenditure in the Statement of Financial Performance. If the expenditure is not condoned by the 
Council it is treated as an asset until it Is recovered or written off as irrecoverable. 


21. CHANGES IN ACCOUNTING POLICIES, ESTIMATES AND ERRORS 

Changes in accounting policies due to adoption of newly effective Standards of GRAP have been 
applied retrospectively in accordance with GRAP 3 requirements, except to the extent that it is 
impracticable to determine the period-specific effects or the cumulative effect of the change in 
policy or where allowed transitional provisions had been adopted. In such cases the municipality 
would restate the opening balances of assets, liabilities and net assets for the earliest period for 
which retrospective restatement Is practicable. 

Changes in accounting estimates are applied prospectively in accordance with GRAP 3 requirements. 
Details of changes in estimates are disclosed in the notes to the annual financial statements where 
applicable. 

Errors are corrected retrospectively in the period in which the error has occurred in accordance with 
GRAP 3 requirements, except to the extent that It is Impracticable to determine the period-specific 
effects or the cumulative effect of the error. In such cases the municipality would restate the 
opening balances of assets, liabilities and net assets for the earliest period for which retrospective 
restatement is practicable. 

Refer to Note 36 for more details. 


22. RELATED PARTIES 

Individuals, including councilors, as well as their close family members, and/or entities are related 
parties if one party has the ability, directly or indirectly, to control or jointly control the other party 
or exercise significant influence over the other party In making financial and/or operating decisions. 
Key management personnel is defined as the Municipal Manager, Chief Financial Officer and all 
other managers reporting directly to the Municipal Manager or as designated by the Municipal 
Manager. 

Only transactions with related parties not at arm's length or not in the ordinary course of business 
are disclosed. 


23. EVENTS AFTER THE REPORTING DATE 

Events after the reporting date that have been classified as adjusting events have been accounted 
for in the Annual Financial Statements. The events after the reporting date that are classified as non- 
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adjusting events after the reporting date have been disclosed In the notes to the Annual Financial 
Statements. 


24. COMPARATIVE INFORMATION 

Where necessary comparative figures have been adjusted to conform to changes in the current year. 
The nature and reasons for material prior year period errors or restatements are disclosed. 

25. CONTINGENT ASSETS AND CONTINGENT LIABILITIES 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the 
notes to the annual financial statements. The ultimate outcome of the matters disclosed as 
contingent liabilities cannot presently be determined and therefore no provision for any liability that 
may result has been made in the financial statements. 


26. TREATMENT OF ADMINISTRATION AND OTHER OVERHEAD EXPENSES 

The costs of internal support services are transferred to the various services and departments to 
whom resources are made available. 


27. CAPITAL COMMITMENTS 

In terms of GRAP 17 and GRAP 102, contractual commitments are disclosed for all assets and 
intangible assets. Where contacts or letters of awards have been issued, this is classified as an 
approved and contracted commitment. 
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2014 2013 

R R 


1. HOUSING OPERATING ACCOUNT 
Housing Operating Account 


8 728156 


8 728 156 


The Housing Operating Account is represented by the following assets 
and liabilities; 


2 . 


Fixed Assets 

3 335 927 


3 374 706 

Housing Inventory 

334132 


334 132 

Debtors 

1 148 191 


1 238 304 

Debtors; Department of Housing 

251 934 


172134 

Accumulations 

3 744 237 


3 633 584 

Prepaid debtors 

( 86 265) 


( 24 704) 

Total Housing Operating Account Assets and Liabilities 

8 728156 


8 728156 

LONG-TERM LIABILITIES 

Non Annuity Loans 

157 090 205 


88 029 268 

Annuity Loans 

3 827 794 


4 754170 

Sub-total 

160 917 999 


92 783 439 

Less: Current portion transferred to current liabilities 

13 099 635 


10 817 480 

Non Annuity Loans 

12100 984 


9 891 103 

Annuity Loans 

998 651 


926 376 


Total External Loans 


147 818 364 


81 965 959 


Refer to Appendix A for more detail on long-term liabilities. 

Non Annuity Loans • Bank Loans 

Bear interest at 8.23% to 9,73% and is redeemed in bi-annual 

installments, including interest, over varying periods until 2032. 

Annuity loans 

Bear interest at rates between 12% and 16.5% per annum, are being 
redeemed in quarterly installments, including interest, over varying 
periods until 2017. 

All loans are unsecured 

3. NON-CURRENT PROVISIONS 


Provision for the eradication of alien vegetation 

Provision for the rehabilitation of the landfill site 8 262 395 9 41 1 587 

Sub-total 8 262 395 9 41 1 586 


Less; Current portion transferred to current liabilities {refer to Note 6) 1 284 404 2 664 788 


Provision for the eradication of alien vegetafion 

- 


- 

Provision for the rehabilitation of the landfill site 

1 284 404 


2 664 788 


Total Non-Current Provisions 6 977 99^ 6 743 793 


Landfill site rehabilitation 


Balance at beginning of year 9 411 587 9 154 539 

Contributions / (Reduction) to provision ( 1 149 193) 257 048 

Reduction due to remeasurement 
increase due to discounting 
Expenditure incurred 
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2014 2013 

R R 




Balance at end of year 


8 262 395 


9 411 587 


The provision created for the rehabilitation of the landfill site is based on 
a professional study conducted by Ecological and Enviromentai 
Services of the rehabilitation costs of Oie Shakaville dumpsite. 
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2014 

R 


The provision is caiculated in line with the medium term revenue and 
expenditure framework of the Council. Council intends commencing 
spending against this provision in accordance with tiie 2013^014 
operating budget over a period of two (2) years. 

The provision reflects a total of R8 890 414 expendittjre discounted net 
of a rate of 9% pa (Prime interest rate) (2013;- 8,5%) 

4. EMPLOYEE BENEFITS 
4.1 Pension benefits 

The Municipality’s personnel are members of one of the Natal Joint 
Municipal Pension retirement funds, namely the Superannuation, 
Retirement and Provident Funds. As the aforementioned funds are multi- 
employer funds, the allocation of any surplus/deficit to individual 
municipaiities cannot be determined. Furthermore disclosure of further 
details such as actuarial assumptions, cannot be attributed to any 
specific municipality and is of no relevance to users of the municipality’s 
financial statements. 


Superannuation 

The interim valuation carried out on the Superannuation Fund as at 31 
March 2013 reflected; 

The valuation reveals that the total fund is 97.9% funded as at the 
valuation date at the overall level. The pensioner liabilities are fully 
funded and the liabilities in respect of active members are 96.2% 
funded. It is recommended that local authorities continue to pay the 
current contribution rate of 21 .63% of pensionable salaiies. The deficit 
in the fund, as at 31 March 2012, in respect of active members, 
amounted to R270,0m (discounted cashflow method). This deficit has 
decreased since the last valuation date to R158.716 000. in tenns of the 
scheme, a surcharge of 9.5% of pensionable salaries is payable for a 
period of 8 years with effect from 1 August 2012. 

Provident Fund 


The interim valuation carried out on the Provident Fund as at 31 March 
2013 reflected: 

The acturial valuation of the fund was taken as R1 651 b at the valuation 
date. 

Total liabilities, Reseves and Accounts of the fund as at valuation date 
was R1 585b 

The assets exceeded the liabilities and reserves. The fund is in a sound 
position as at the valuation date. 

Retirement Fund 


The latest statutory valuation of the Retirement Fund (defined benefit) 
as at 31 March 2013 reflected: 

The fund is 93.1% funded as at the valuation date . The pensioner 
liabilities are fully funded and the liabilities in respect of active members 
are 86.0 % funded. The financiai position has thus improved sice the 
previous valuation. The fund self insures its risk benefits. The view of 
the consultant is that the Fund is not in a sound position as at the 
valuation date but the surcharge being paid is expected to restore tiie 
Fund to a sound financial condition permitted by the FSB. 
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2014 2013 

R R 


4.2 Post-employment medical benefits 

The municipality operates on 5 accredited medical aid schemes, namely 
Bonitas, KeyHealth, LA Health, Samumed and HosMed. 
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2014 2013 

R R 


Pensioners continue on the option they belonged to on the day of their 
retirement. The independent valuers, ZAQ Consultants & Actuaries, 
carry out a statutory valuation on an annual basis. 


The principal actuarial assumptions used were as follows: 

Discount rate per annum 

Health care cost inflation rate 

Net effective discount rate 

Benchmark inflation (equal to salary infiation) 

Average retirement age 

Proportion continuing membership at retirement 
Proportion of retiring members who are married 
Mortality during employment 
Mortality post-retirement 

{No explicit assumption was made about additional 
mortality or health care costs due to AIDS). 

Percentage of in-service members withdrawing before retirement: 


Age 

20- 

24 

Age 

25- 

29 

Age 

30- 

34 

Age 

35- 

39 

Age 

40- 

44 

Age 

45- 

49 

Age 

60- 

54 

Age 

55- 

59 

Age 

60+ 



The amounts recognised in the Statement of Financial Position 
were determined as being the present value of the obligation; 

Movement in the defined benefit obligation is as follows: 

Balance at beginning of the year 
Current service cost 
interest cost 
Benefit payments 
Actuarial (gains )/losses 

Balance at end of year 

The amounts recognised in the Statement of Financial 
Perfonmance were as follows; 

Current service cost 
Interest cost 
Benefit payments 
Actuarial {gatns)/!osses 


TOTAL 


8.94% 

8.05% 

0.82% 

0% 

63 

90% 

90% 

SA 85-90 
PA90-1 ultimate 


Males Females 

16% 


24% 

12% 


18% 

10% 


15% 

8% 


10% 

6% 


6% 

4% 


4% 

2% 


2% 

0% 


0% 

0% 


0% 

65 

031 000 

59 

972 510 


2 

373 610 


5 

188 800 

( 

1 

718 615) 


( 

785 305) 

65 

.031.000 


2 373 610 
5188 800 
( 1 718 615) 
( 785 305) 


5 058 490 


8.77% 

7.61% 

1.08% 

0% 

63 

90% 

90% 

SA 85-90 
PA90-1 ultimate 


59 972 510 


55 990 074 
2 404 918 
4 415 678 
( 1 556 736) 
( 1 281 424) 


59.972.510 


2 404 918 
4 415 678 
( 1 556 736) 
( 1 281 424) 


3 982 436 
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SENSITIVITY ANALYSIS 


2014 2013 

R R 


The results presented are based on a number of assumptions. The 
extent to which the actual liability faced in the future by the Municipality 
differs from these results, will depend on the extent to whidi acfeal 
experience differs from the assumptions made. 


The assumption which tends to have the greatest impact on the results 
is the level of mortality and medical aid inflation. 

SENSITIVITY RESULTS 


Mortality Rate: 

The liability at the Valuation date was recalculated to show the effect of; 
(1 ) A 20% increase and decrease in the assumed level of mortality 

Table 1 summarises the results of the sensitivity analysis 






Total Accrued Liability 

R 69 600 000 

R 65 031 000 

R61 138 000 

Interest Cost 

R 6 278 000 

R 6 862 000 

R 5 508 000 

Service Cost 

R 3 148 000 

R 2 988 000 

R 2 856 000 


Note: Deviations from the assumed level of mortality experience of the 
current employees and the continuation members (pensioners) wil have 
a large impact on the actual cost to the Municipality. If the actual rates of 
mortality turns out higher than the rates assumed In the valuation basis, 
the cost to the Municipality in the form of subsidies will reduce and vice 
versa. 

Medical Aid Inflation: 

The liability at the Valuation date was recalculated to show the effect of: 
(1) A 1% increase and decrease in the medical aid inflation. 

Table 2 summarises the results of the sensitivity analysis 






Total Accrued Liability 

R 61 887 000 

R 65 031 000 

R 67 304 000 

Interest Cost 

R 5 575 000 

R 5 862 000 

R 6 069 000 

Service Cost 

R 2 849 000 

R 2 988 000 

R 3 076 000 



Note: The cost of the subsidy after retirement is dependent on the 
increase in the contributions to the medical aid scheme before and after 
retirement. The rate at which these contributions increase will ttius have 
a direct effect on the liability of future retirees. 

HISTORY OF LIABILITIES-ASSETS AND EXPERIENCE 
ADJUSTMENTS 
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2014 2013 

R R 


The table summarises the accrued liabilities and tfie plan assets for the 
current period and the previous periods. 

History of liabilities and assets (R millions) 
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2014 2013 

R R 



iBi.iao ^ 





^ 7*1 

IS 

1 

it 

Present value 
of accrued 
liability 


32.266 

42.766 

55.990 

59.973 

65.031 

Fair value of 
ofan assets 

0.000 

0,000 

0.000 

0.000 

0.000 

0,000 

Surplus/ 

(Deficit) 

(32.580) 

(32.266) 

(42.766) 

(55.990) 

(59.973) 

(65.031) 


4.3 Long service awards and retirement gifts 

The independent valuers, 2AQ Consultants & Actuaries, carry out a 
statutory valuation on an annua! basis. 

The principal actuarial assumptions used were as follows: 


Discount rate per annum 

7.96% 

7.40% 

General Salary inflation (long term) 

7,33% 

6.82% 

Retirement Gift Inflation Oong term) 

7.82% 

7.82% 

Net effective discount rate 

0.59% 

0.54% 

Examples of mortality rates used were as follows: 

Average retirement age 

63 years 

63 years 

Mortality during employment 

SA85-90 

SA85-90 Ultimate 

Members withdrawn from service: 

Males Females 


Age 20 - 24 

16% 24% 


Age 25-29 

12% 18% 


Age 30 - 34 

10% 15% 


Age 35 - 39 

8% 10% 


Age 40 - 44 

6% 6% 


Age 45 - 49 

4% 4% 


Age 50 - 54 

2% 2% 


Age 55 - 59 

0% 0% 


Age 60+ 

0% 0% 



The amounts recognised in the Statement of Financial Position 
were determined as follows: 


Present value of funded obligations 
Fair value of plan assets 

Liability in the Statement of Financial Position 12 315 000 11 350 971 


Movement in the defined benefit obligation is as follows: 


Balance at beginning of the year 

11 350 971 

9 623 976 

Current service cost 

1 386 427 

1 284 741 

Interest cost 

712 985 

581 947 

Actuarial (Gain)/losses 

( 176 959) 

1 238 392 

Benefit payments 

( 958 424) 

( 1 378 085) 

Balance at end of year 

12 315 000 

11 350 971 


The amounts recognised in the Statement of Financial 
Performance were as follows: Page 43 
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Current service cost 
Interest cost 
Actuarial (Gain)/losses 
Benefit payments 


1 386 427 
712 985 
( 958 424) 
( 176 959) 


1 284 741 
581 947 
1 238 392 
( 1 378 085) 
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TOTAL 964 029 1 726 995 


in conclusion: 

Statement of Financial Position obligation for: 

Post-employment medical benefits 65 031 000 59 972 510 

Long Service Award 12 315 000 11 350 971 

77 346 000 71 323 481 

Statement of Financial Performance obligation for: 

Post-employment medical benefits 5 058 490 3 982 436 

Long Service Award loss 964 029 1 726 995 

6 022 519 5 709 431 


SENSiTIViTY ANALYSIS 


The results presented are based on a number of assumptions. The 
extent to which the actual liability faced in the future by the Municipality 
differs from these results, will depend on the extent to w4»ich actual 
experience differs from the assumptions made. 


The assumption which tends to have the greatest impact on the results 
are withdrawal rate and normal salary inflation 

SENSiTIViTY RESULTS 

Withdrawal Rate: 


The liability at the Valuation date was recalculated to show the effect of: 
(i) A 20% increase and decrease in the assumed level of wifodrawal 
rate; 

Tables 1 summarises the results of the sensitivity analysis. 






Total Accrued Liability 

R 13 070 000 

R 12315 000 

R 1 1 649 000 

Current Service Cost 

R 1 381 000 

R 1 241 000 

R 1 125 000 

Interest Cost 

R 1 059 000 

R 993 000 

R 936 000 


Note: Deviations from the assumed level of withdrawal experience of the 
eligible employees will have a large impact on the actual cost to the 
Municipality, if the actual rates of withdrawal turns out to be higher than 
the rates assumed in the valuation basis, foen toe cost to the 
Municipality in the form of benefits will reduce and vice versa. 

Normal Salary Inflation: 


The liability at the Valuation date was recalculated to show toe effect of: 
(i) A 1 % increase and decrease in the normal salary cost inflation 


Tables 2 summarises the results of the sensitivity analysis. 
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Tota! Accrued Liability 

R 1 1 445 000 

R 12 315 000 

R 13 287 000 

Current Service Cost 

R1 127 000 

R 1 241 000 

R 1 372 000 

Interest Cost 

R 919 000 

R993 000 

R 1 076 000 


HISTORY OF LIABILITIES-ASSETS AND EXPERIENCE 
ADJUSTMENTS 


The table summarises the accnjed liabilities and the plan assets for the 
current period and the previous periods. 

History of liabilities and assets (R millic^s) 







3U/06/20T3 

30/U6/20U 

Present voiue 
of accrued 
iiabilitv 

5,985,987 

6,267,597 

7,821,611 

9,623,976 

11,350,971 

12,315,000 

I9SISS^H 

0 

0 

0 

0 

0 

0 


(5,985,987) 

(6,267,597) 

(7,821,611) 

(9.623,976) 

(11,350,971) 

(12,315,000) 
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5. DEPOSITS 

Electricity 24 237 783 22 750 448 


Guarantees held in lieu of electricity deposits 2 863 846 2 648 846 


6 CURRENT PROVISIONS 

CURRENT PORTION OF PROVISIONS 


Eradication of alien vegetation - current portion 

- 

- 

Rehabilitation of the landfill site - current porfion 

1 284 404 

2 664 788 

Total Current portion of provisions 

1 284 404 

2 664 788 

CURRENT PROVISION 

Relocation of promenade - current provision 

- 

100 000 


1 284 404 

2 764 788 

TRADE a OTHER PAYABLES 

Trade creditors 

86 493 803 

98 281 579 

Payments received in advance 

13 388 686 

15 547 585 

Deposits - other 

2 394 752 

1 646 749 

Staff leave 

10 006 021 

9 361 992 

Cheques payments not yet presented to bank 

20 722 584 

1 393 845 

Retentions 

14 850 011 

5 468 513 

Housing Agency Creditor - Department of Human Settlements 

24 078 304 

27 771 235 

Other creditors 

697 646 

202 328 

Total Creditors 

172 631 808 

159 673 826 


Payments in advance includes prepaid electricity accruals. 
8. UNSPENT CONDITIONAL GRANTS AND RECEIPTS 


Conditional Grants from other spheres of Government 

Municipal infrastructure Grant 
Financial Management Grant 
Land Use Management Systems 
Municipal Systems Improvement Grant 
New Library 

Property Rates Implementation 
Department of Sports and Recreation 
CDB Revitalization 
Municipal Assistance Programme 
iLembe: Shared Services 
Neighbourhood Development Partnership 
Thusong Centre 
Multi Purpose Centre - MPCC 
Ethembeni / Chatiotdale Precent 
Expanded Public Works Programme 
Corridor Development 

Department of Minerals and Energy (DME) (INEP) 
Museum 

Housing Accreditation 
Disaster Rough Seas 
Demand Side Management Grant 

Total Conditional Grants and Receipts 


29 220 831 


23 696 547 

- 


258 946 

- 


107 000 

58 152 


731 959 

106 348 


91 149 

31 985 


31 985 

198 070 


260 486 

- 


64 101 

822 903 


822 902 

810 664 


823 003 

15 305 708 


- 

9 691 


344 233 

69 414 


310 561 

263 242 


480 000 

129 454 


603 938 

5 563 115 


9 771 173 

186 728 


- 

378 973 


465 577 

11 124 706 


6 846 000 

3196 350 


4 400 258 

8 000 000 


8 000 000 


75 476 334 58109 820 
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aa 


See note 21 for reconciliation of grants from other spheres of 
government. These amounts are invested in a ring-fenced Investment 
until utilized. 

9 VALUE ADDED TAXATION RECEIVABLE 5 005 275 4 409 855 


VAT is payable on the payments basis. Only once payment is received 
from debtors is VAT paid over to SARS 
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11. INTANGIBLE ASSETS 
30 June 2014 





Total 

Carrying values as at 1 July 2013 

13 352 682 


13 352 682 

Cost 

Accumulated Amortisation 

18 912 749 
( 5 560 067) 


18 912 749 
( 5 560 067} 

Write-off of intangible assets 

( 254) 


( 254) 

Cost 

Accumulated Amortisation 

( 40 369) 
40116 


( 40 369) 
40 116 





Additions 

Intangible assets not previously recognized 

Reftjnd on previously capitalised amounts 

Amortisation 

335 666 
236 608 

(2 375177) 


335 666 
236 608 

(2 375 177) 

Carrying value closing balance as at 30 June 2014 

11 549 526 


1 1 549 526 

Cost 

Accumulated Amortisation 

19 444 654 
( 7 895 128) 


19 444 654 
( 7 895 128) 


Restated June 2013 





Total 

Carrying values as at 1 July 2012 

20 990 454 


20 990 454 

Cost 

24 400 903 


24 400 903 

Accumulated Amortisation 

(3 410 449) 


( 3 410 449) 

Write-off of intangible assets 

( 44 896) 


( 44 896) 

Cost 

( 378 317) 


( 378 317) 

Accumuiated Amortisation 

333 421 


333 421 





Additions 

10 570 


10 570 

Intangible assets not previously recognized 

95 382 


95 382 

Refund on previously capitalised amounts 

(5 215 789) 


(5215 789) 

Amortisation 

( 2 483 039) 


( 2 483 039) 

Carrying value closing balance as at 30 June 2013 

13 352 682 


13 352 682 

Cost 

18 912 749 


18 912 749 

Accumulated Amortisation 

{ 5 560 067) 


( 5 560 067) 





Intangible Assets are made up as follows: 
Intangible Assets / Software R638 243 
Right to use / Eskom (Driefontein) RIO 911 283 
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12. INVESTMENT PROPERTIES 

Carrying Value Opening Balance 
Loss on valuation 
Gain on valuation 
Sale of properties 

T ransfer from Property, Plant and Equipment 
Carrying Values Closing Balance 

The fair value of these properties as valued by CcMjndl's valuer at 30 
June 2014 amounts to 


Rental income derived from these properties amount to 

No amounts were expensed towards repairs and maintenance costs 
for investment properties. 

Details of investment properties are induded in a regista’ wrhich is 
available for inspection at the municipal offices. 


2014 

2013 

R 

R 


69 785 000 

57 630 000 

10 445 000 

1 945 000 

- 

( 460 000) 

- 

10 670 000 

80 230 000 

69 785 000 

80 230 000 

69 785 000 

590 874 

564 089 


13. HERITAGE ASSETS 

Carrying values as at 1 July 2013 
At Cost 

Additions 

Carrying value closing balance as at 
30 June 2014 
At Cost 

14. LONG-TERM RECEIVABLES 

Housing selling scheme loans 

Less: Allowance for impairment and future housing discounts 
Allowance for Impairment and future housing discounts 


Less; Current portion transferred to current receivaWes 
Current portion 

Total Receivables 
Written - off during the year 

HOUSING SELLING SCHEME LOANS 

Loans have been granted to individuals who qualified in terms of the 
KwaZulu-Natal Department of Houdng' s programme. The loans are 
repayable over terms ranging from 5 to 30 years at interest rates 
varying between 11.25% and 13.5% 


18 346 


18 346 


18 346 


18 346 


10 343 818 11 085 762 

10 343 818 11 085 782 

(9 350 372) ( 10 079 396) 

I (9 350'^ i (10 079 3^ 

993 446 1 006 366 

( 6 109) ( 5 076) 

\ ~ ( 6 10^ r" ' r5~Q76)] 

987 337 1 001 290 


717 669 367 652 
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15. INVENTORIES 


Consumable stores 

65 140 

319 077 

Mechanical spares 

40 464 

14 464 

Electrical maintenance spares 

6 070 259 

2 005 947 

Fuel 

251 355 

209 270 

Housing Inventory 

334 132 

334132 

Total Inventories 

5761 340 

2 882 889 


Periodically, physical stock counts are carried out and any obsolete 
and redundant Items are identified and vwitten off under Council 
authority. 

16. RECEIVABLES FROM EXCHANGE TRANSACTIONS 


Electricity 

67 356 204 

61 933 753 

Estate 

64155 

80 220 

Refuse 

7817772 

7 251 642 

Consumer debtors for VAT 

12008 383 

9 985 513 

Legal Fees 

4099 268 

2 097 390 

Encroachment and plot clearing 

14 990 

20 264 

Sundry Adjustments 

80 823 

97 543 

Interest 

4 383 510 

3 059 475 

Add back credits included above 

536 166 

281 111 

Total service debtors 

96 361 272 

84 806 911 

Less: Allowance for impairment 

(27196 751) 

(27196 751) 

Total 

69 164 521 


E/sctricItv: Aaeino 

Current (0 - 30 days) 

50 519 144 

48 794 378 

31 - 60 Days 

2 579958 

2 353 585 

61 - 90 Days 

1 495 749 

952 234 

91 -120 Days 

965 403 

1 136 774 

Greater than 120 days 

11 795 950 

8 696 783 

Total 

67 356 204 

61 933 753 

Estate: Aaelna 

Current {0-30 days) 

2102 

2510 

31 - 60 Days 

1 867 

2 510 

61 ' 90 Days 

1 746 

2 401 

91-120 Days 

1 746 

2183 

Greater than 1 20 days 

56 694 

70 616 

Total 

64155 

80 220 

Refuse: Aaeino 

Current {0 - 30 days) 

1 507 857 

1 079 209 

31 - 60 Days 

494 812 

477 826 

61 - 90 Days 

390 619 

335 992 

91-120 Days 

318 765 

304 268 

Greater than 120 days 

5105 719 

5 054 348 

Total 

7 817 772 

7 251 642 
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16. RECEIVABLES FROM EXCHANGE TRANSACTIONS (CcN^nited) 


Consumer PeOfors for VAT: Aaeina 


Current (0-30 days) 

8619112 

7038176 

31 - 60 Days 

431 501 

378381 

61 - 90 Days 

274188 

208 057 

91-120 Days 

179920 

212323 

Greater l^a^ 1 20 days 

2503661 

2148 575 

Total 

12 008 383 

rssrrrr 

Leaal Fees; Aaeina 

Current (0-30 days) 

691311 

346 748 

31 - 60 Days 

36006 

83946 

61 - 90 Days 

108442 

53 991 

91 • 120 Days 

193 332 

423124 

Greater than 120 days 

3070177 

1 189 581 

Total 

4 099 260 

TcSTlSr 

Encroachment and olat r.learina: Aaeina 

Cwr0nl(O-3Odaya) 



31 - 60 Days 

. 


61 • 90 Days 

1630 


91 - 120 Days 



Greater than 120 days 

13360 

20 264 

Total 

nw ■ 

ansT 

SundivAdiustments; Aaeina 

Current (0-30 days) 

96215 

128674 

31 -60 Days 

( 3M7) 

( 9432) 

61 • 90 Days 

{ 2424) 

258 

SI • 120 Days 

( 5902] 

( 3364) 

Greater tlian120days 

( 2 739) 

{ 19492) 

Total 

SJTET 

57?jr 

&<is<na 

CurTent(0-30days) 

367 032 

243 240 

31 - 60 Days 

265 336 

197 834 

61 -90 Days 

248 379 

1«859 

91 -120 Days 

217582 

176562 

Greater than 120 daya 

3 285 182 

2 2462^ 

Total 

nsTW ‘ 

5Tsr3?r 

Add back cradlti inehjdea above: Aatfna 

Current (0-30 days) 

5 472 324 

4961242 

31 - 60 Days 

( 884570) 

( 593437) 

61 - 90 Days 

( 922396) 

( 806182) 

91 - 120 Days 

( 404631) 

( 510097) 

Greater than 120 days 

(2724 558) 

(2 770415) 


Tola! 536166 ^ 111 
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2014 

2013 


R 

R 

RECEIVABLES FROM EXCHANGE TRANSACTIONS (Continued) 



Rftcnnriliatinn of Ihfi Allnwanre for Imnaimieni 

Balance at beginning of the year 

103467 042 

103 142 746 

Receivables from exchange Iransaclions 

27196751 


27 300 563 

Long term receivables 

10079 396 


10250075 

Receivables from non-exchange Iransaclions 

66190895 


65 592108 

(Release from) / Contribution to provision 

160903774 

324 296 

Receivables from exchange transactions 

- 


( 897 988) 

Long term receivables 

( 639127) 


( 170679) 

Receivables from non-exchange transactions 

16729504 


569647 


16090377 


( 499 019) 

Vat on trade receivables from exchange traisactions 



794176 

Vat on trade receivables from non-exchange transactions 

- 


29140 




Receivables from exchange fransactions 

27 196 751 


27 196761 

Long term receivables 

9350372 


10079 396 

Receivables from non-exchange transactions 

83010296 


66190 895 

Balance at end of year 

119 557 419 

103 467 042 

Bad debts writtai off • Exchange Transacflons 

4003163 

2606835 

Bad debts written off • Non - Exchange Transactions 

78208 

- 

Bad debts written off - Long Term Receivables 

717669 

. 

Bad debts written off - Other Debtors 

1804 S9S 

- 

Total Bad debts written off 

6 603 633 

2 506 835 


M 


RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 



Rates 

75755310 

79 503 793 

other debtors 

37 222387 

13367646 

Department of Housing -RDP projects (see note 22) 

251934 

172134 

Operating leases 

2160503 

2142034 

llembe debtors 

66284 

165960 


115456418 

95371 567 

less: Allowance for Impairmerit 

(83010296) 

(66190695) 

Total Other Debtors 

snarrs" 

29180 671 

Ratas: Aaalna 



Current (0-30 days) 

12 296967 

10106313 

3f-eODays 

5021 066 

4 287 5K 

SI - 90 Days 

3515759 

3437 698 

91-l20Day8 

2 906066 

3 042 756 

Greater than 120 days 

52 013432 

58629492 

Total 

/*ysi3io 

W5MT93 

Other Dabton; 



Included in Other Debtors are: 

Debtors in respect of Legal Fees outstaixiing 

241 551 

397030 

Unidentified direct deposits 

(4 670506) 

(2856994) 

Amounts to be claimed from Dept Of Health - Ciirttc Expenses 

1000 655 

880466 

BPS Sindl Construction & Khayetihls Projects • fruHless & wasteful expenditue 

2003 234 

2 003234 

Contour prepaid vending debtor 

1787166 

. 

Traffic Fines debtor raised in terms of iGRAPI 

22653670 

1804^ 

Licences & testing fees accrued 

121638 

51020 

liembe Wats' deposits 

6 720 

5150 

Sundry Debtors - R&G 

11689538 

8897 110 

Prepaid expenditure 

2388 720 

2114923 

Sale of ERF 4478 Stanger 


66 300 

Sank R/D Suspense 


4 812 



nwsir 


BPS Sindi Consffuciion 4 Khayelihee Projects - TISs Fruitless & WastefU 
expenditure is disclosed as part ol Receivables fnm) Non-Excbsnge 
transactions and has been fully impaired stAiject to Bie otMcomes of Section 32 
of ffieMFMA. 
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18. CASH AND CASH EQUIVALENTS 

ACCOUNT DESCRIPTION ■ InveHmants fUFUA reauiremanli 

Investments Bank Account 

First National Bank Account - Stanger Branch 

Account Number 62099517743 Money Market Account 

2S 296 787 4916Q 065 

14 398668 25 296 787 


Bank statement and cash book balance at the beginning of Ihe year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Standard Bank Account - Stanger Srancfi 

Account Number 05 8766442-044; Cs/f Accounf 

18648 561 17666 009 

19 555042 18 648 561 


Bank statement and cash book balance at the beginning of Ihe year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Nedbank Bank Accoonf - Stanger Branch 

Account Number 03 78S1022337-150: CaU Account 

13807 357 13136 340 

14316551 13807 357 


Bank statement and cash book balance at the begionkig of the year 
Bank statement and cash book balance at the end of Bie year 


Investments Bank Account 

Standard Sank Accounf - Stanger Branch 

Account Number 0587S6442’043: CaU Account 

9 553106 9 049 776 

10017 472 9553 108 


Bank statement and cash book balance at the beginNng of the year 
Bank statement and cash book balance at the and of the year 


Investments Bank Account 
Nedbank Bank Account - Stanger Branch 
Account Number 03 7S91022337-148: CeS Account 

6502 210 6184252 

6717 585 6 602 210 


Bank statement and cash book balance at the beginning of ihe year 
Sank statement and cash book balance at ihe and of the year 


Investments Bank Account 

ABSA Bank Account • Stanger Branch 

Account Number 206SB72069: Call Account 

6 558 789 6 202035 

6826 799 6 558 789 


Bank statement and cash book balance at the beginning of O^e year 
Sank statement and cash book balance at the end of Ote year 


investments Bank Account 

ABSA Bank Account ■ Stanger Branch 

Account Number 2068S12186: Call Account 

6 536290 6180 759 

6 803 389 6 536 290 


Bank statement and cash book balance at Ute beginning of Ote year 
Bank statement and cash book balance at the end die year 


Investments Bank Account 
Nedbank Bank Account ■ Stanger Branch 
Account Number 03 7881022337-146: CaU Account 

Bank statement and cash book balance at the beginning erf Ihe year 6522 734 6203071 

Bankstaiementand cash book balanceatthe«»dottheyear 6 738 768 6 522 734 
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2014 2013 
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18. CASH AND CASH EQUIVALENTS (continued) 

Investments Bank Account 

Nedbank Bank Account ■ Slanger Branch 

Account Numbet 3133717-9975: Call Account 

Bank statement and cash book balance at !he beginning ol the yew 5 944124 5 706 237 

Bank statement and MSh book balance at the end o< the yew 6 225 823 5944 124 


Investments Bank Account 
ABSA Sank Account - Dwban Branch 
Account Number 2070596495 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end tA the yew 


Investments Bank Account 
Nedbank Bank Account ■ Sfanger Branch 
Account Number 313 371 739 9974 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 
ABSA Bank Account • Stanger &anch 
Account Number 2070924953 

Bank statement and cash book balance at the b^lnning of the year 
Bar« statement and easli book balance at the end of the year 


Investments Bank Account 

Stendsix! Bank Bank Account ■ Stangar Branch 

Account Number 05 875 5542 041 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

Standard Bank Bank Account • Stanger Branch 

Account Numbar 05 875 6642 040 

Bank statement end cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of the year 


Investments Bank Account 

fi^sf National Bank Account - Sraoger Branch 

Account Numbar 62288308672 

Sank statement and cash book balance at the beginnkig 0ie year 
Bank statement and cash book balance at theend 0>e year 


Investments Bank Account 

Birst National Bank Account ■ Stanger Branch 

Accounf IVomber 62288306147 

Sank statement and cash twok balance at the begimng of the year 
Bank statement and cash book balance at the end of the year 


260023 260 023 

260 001 260 Q23 


520127 520127 

520063 520127 


5 761 570 S 498006 

6 041632 5 761 570 


S 761 570 5 456005 

6041632 5761 570 


11^1 454 10 894 763 

11 992 251 11 521 454 


12 083232 11064 562 

12 698 996 12 063 232 


11 736 227 11 097 654 

12 215 800 11 736 227 
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18, CASH AND CASH EQUIVALENTS (continued) 

Investments Bank Account 

First National Bank Account - Stanger Branch 

Account Number 74385497604 

Sankstatemeni and casfi book balance at thebeginning oftheyear 29365175 27 907 134 

Bank statement and cast! book balance at the end oi the year ^ 29 369 175 


Investments Bank Account 
Standard Bank Account - Stanger Branch 
Account Number 05 5756442-042 

Bank statement and cash book balance at the beginning of the year 16607 583 15 732 566 

Sank statement and cash book balance at the end of the year 17 414 855 18 607 S83 

Investments Bank Account 

First Nahonal Bank Account - Stanger Branch 

Account Number 74386376948 

Bank statement and cash book balance at the beginrtng (rf the year 17 368637 16 512 478 

Sank statement and cash bookbalanceattheendof 8ieye» 17 368 637 


Investments Bank Account 

First Wafione/ Bank Account • Slanger Branch 

Account Number 822891S966Q 

BankstatementandcashboQkbalanceatlhebeginrBngoftheyear 2 753602 2 680 883 

Bank statement and cash book balance at the end of the year 2 852716 2 753 602 


Investments Bank Account 

First National BankAcaoimt - Stanger Branch 

Account Number 62299162259 

Bank statement and cash book balance « the beginnksg of the year 4 185 510 4 044 605 

Bank statement and cash book balance at the end of the year 4 336 182 4185510 


Inveatmenta Sank Account 

First National Bank Account - Stanger Branch 

Account/Vumber 622SS308135 

Bank statement and cash book balance at the beginning of the year 214 997 214 997 

Bank statement and cash book balance at me end of the year 214 964 214 997 


Investments Bank Account 

First NaUonei Bank Account • Sfarrger Branch 

Account Number 62289763215 

Bank sialement and cash book balance at the beginning of the year 605689 585 314 

Bank statement and cash book balance at the end of me year 627 453 60S 689 


Investments Bank Account 

First National Bank Account • Sfanger Branch 
Account Number 62288305230 

Bank statement and cash book balance at the begkaSng of the year 620159 620 159 

Bank statementand cash book baiancealtheendoftheyeer 620 126 620 1 59 


Investments Bank Account 

First National Bank Account- Stanger Branch 
Account Number 62288306818 

Bank statement and cash book balance at the beginning of the year 186 994 166 994 

Bank statementand cash book balance at die end of Ibe yea 186961 186 994 
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18, CASH AND CASH EQUIVALENTS (continued) 

Investments Bank Account 
SlandardI Bank Account - Sianger Branch 
Account Number 063756442-036 

Bank statement and cash book balance at the beginning ot the year 
Bank statement and cash book balance at the end of the yea- 


5326820 5116793 

S570 224 5 328 820 


Investments Bank Account 
Nedtank Bank Account - Stanger Branch 
Account Number 38495in$a9-5 

Sank statement ana cash book balance el the begiasng of Bie yea 
Bank statement and cash book balance at the md trf 0>e year 


5387 937 5 109 820 

5537 733 S 387 937 


Investments Bank Account 
Standard Bank Account - danger Sfarrcft 
Account Number 058756442039 

Bank statement and cash book balance at the begirmhig of the year 10725639 10 167 163 

Bank statement and cash book balance at ihe end of the yea 11 159 930 l6 '72S 639 


Investments Bank Account 
Nedbank Bank Account - Stanger Branch 
Account Number 374035339984 

Bank statement and cash book balance at the beginning of the year 
Bank statement and cash book balance at the end of Ihe year 


10181 990 


Investments Bank Account 

Pirat National Bank Account • Stanger Branch 

Account Number 62363679251 

Bank statement and cash book baience at the begMng of (he year 
Sank statement and cash book balance at the end of the year 


12394 732 


12 394732 


Inveetmenta Bank Account 

Nedbank Accowt - Stanger Branch 

AccounfWumber S9SS-19832841: Short Term Investment Account 

Bank statement and cash book balance at the beginning of the year 
Bank statement end cash book balance at the end of the year 


92 390 


82 390 


Investmenta Bank Account 
Nedbank Account ■ Stanger Branch 

Account Number 9997-19832841: Short Term Irtveslment Account 

Sank statement and cash book balance at the beginning of the year 
Sank statement and cash book balance at die end of the yesr 


143 596 137 191 

150067 143598 


Investments Bank Account 

Pirat National Bank Account • Stanger Branch 

Account A/umOer 710392198SS: Short Term inveslment Account 

Sank statement and cash book balance at the bagmrflng of the year 
Bank statement and cash book balance at (he end of the year 


54 653 54 529 

57 566 54653 


Investments Bank Account 

First National Bank Account - Sianger Branch 
Account Number 71136421337: Fixed Deposit 

Bankstatementandcashbookbalanceatthebeginningoftheyear 14805089 13980484 

Bank statement and cash book balance at the aid of the year 15 641 105 14805 089' 

This investeient has been ring-fenced » provide tor funds which wiB be used to 
reimburse devlopers in terms of existing service level agreements. 
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18. CASH AND CASH EQUIVALENTS (eonlinued) 



Investments Bank Account 

Nscibsnk Account ■ Stanger Branch 

Account Number 313371/3 ■ 9973 Fixed Deoosil 



Bank statement and cash book balance at the beginning of ttie ye«» 

Bank statement and cash book balance at the end of the year 

11650828 

12140S37 

11 473020 

4 4 £Cn 010 

This investment has been ring-fenced to prowde for funds vi«ch will be used to 
reimburse devlopers in terms of existing service level agreements. 

Investments Bank Account 

ABSA Bank Account -Slanger Blanch 

Account Number 2072795649 

Bank statement and cash book balance at the beginning of the year 

Bank statement and cash book balance at the end of the year 

InvesUnents Bank Account 

ABSA Bank Account -Stanger Branch 

Account Number 2073097787 

1 1 ball n^n 

10382 634 

10 838927 

tU Om P14 

Bank statement and cash book balance at the begirmng erf the year 

Sank statement and cash book balance at tire end of the year 

10 223 299 

10 564440 

10 223 299 

Investments Bank Account 

ASSA Sank Accounf- Stanger Branch 

Account Number 2073/56734 


Sank statement and cash book balance at the beginning of the year 

Bank statement and cash book balance at the end of the year 

10179425 

105SS000 

10 179 425 

Investments BankAceount 

Investec Bank Account - Durban Branch 

Account Number 1100482666451 

Bank statement and cash book balance at the beginrang of the year 

Bank statement and cash book balance at the end of the tear 

10 501030 

ifk ft77 711 

10 SOI 030 

Investments Bank Account 

Investec Bank Accounf - Durban Branch 

Account Nwnear 1100482666462 

• V 9l 1 /•I 

Bank statement and caah book balance at the beginning of the year 

B8nk stfitemont dnd cssh book bdlsncd sx #(id of Iho y6df ** 

20 781 293 

- 

Investments Bank Account 

Investec Bank Account - Durban Branch 

Account Number 11004S28664S3 

21 701 769 

20761 29.3 

Sank statement and cash book balance at the begim^ng of toe year 

Bank statement and cash book balance at the end of toe year 

10 218614 

10 S56 471 

10 218814 

Investments Bank Account 

Investec Bank Account ■ Durban Branch 

Account Number 1100482666454 


Bank statement and cash book balance at toe begint^ng of toe year 

Bank statement and cash book bafance at the end of the year " 

10171493 

10 S58 961 

- 

Investments Bank Account 

Nedbank Account - Stanger Branch 

Account Number 4 12995079998 

10 1f1 403 

Bank statement and cash book balance at the beginnng erf toe year 

10199 890 

. 

Bank statement and cash book balance at toe end of the year 

10 587 549 

10 139 890 
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18. CASH AND CASH EQUIVALENTS (continued) 

investments Bank Account 
Standard Bank Account ■ Stanger Branch 
Account Number 050756442037 


Bank statement and cash txiok balance at the beginning of Oie year 

10168438 


Bank stat^ent and cash book balance at the end of the year 

10546986 

10 168 438 

Investments Bank Account 

Absa Bank Account ■ Durban Branch 

Account Number 2074191310 

Bank statement and cash bock balance at the beginnktg of 0ie year 



Bank statement and cash book balance at 0ie end of the year 

10199987 


Primary Bank Account 

First National flank Account - Stanger Branch 

Account Wotnber 53730256310: Oteque Accoonf 

First NationalBankAccount - Ballito Branch 

Account Nurriier 53730076916: Cheque Account 

Cash book balance at the beginning of the year 

26 912 616 

24 307 466 

Cash book balance at the end of 0te year 

S6 507 569 

26912615 

Bank statement balance at the beginning of year 

26 912 615 

24 307 466 

Bank statement balance at the end of the year 

56 507 569 

26 912 615 

Housing Bank Account 

First National Bank Account ■ Sfenger Branch 

Account Number 62020S50077t Cheque Account 

Cash book balance at the beginning of the year 

2068047 

1 852 052 

Cash book balance at the end of the year 

2 OSS 338 

2068 047 

Bank statement balance at the beginning of the year 

2068047 

1892052 

Bank statement balance at the end of the year 

2055 336 

2068047 

Housing Bank Account 

First Natloiial Bank Account ■ Stanger Branch 

Account Number 6201S68122S: Cheque Account 

Cash book balance at the beginning of the year 

23542599 

24 886256 

Cash book balance at the end of the year 

19 810 065 

23 542999 

Sank statement balance at me beginning of the year 

23542599 

24 934456 

Bank statement balance at me end of me year 

19810 06S 

23542599 

Housing Bank Account 

First National Bank Account ■ Stanger Branch 

Acoounf Number S2031878624: Cheque AccowM 

Cash book balance at me beginning of me year 

59223 

58 682 

Caeh book balance at me end of me year 

60157 

S9 223 

Bank statement balance at me beginning of the year 

59223 

58 682 

Bank statement balance at me end of the year 

60157 

59 223 

Housing Bank Account 

First National Bank Account - Stanger Branch 

Account Number S2031376800: Cheque Account 

Cash book balance at me beginning of the year 

19 761 

12 833 

Cash book balance at me end of me year 

27 522 

19 761 

Bank statement balance at me beginning of the ye^ 

19 761 

12633 

Bank statement balance at the end of the year 

27522 

19 761 
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18. CASH AND CASH EQUIVALENTS (conlinued) 

Housing Bank Account 

First Nation^ Bank Account - Startger Branch 

Account Number 62059290454.- Cheque Accourg 

Cash book balance al the beginning of ll»ye» 60872 38 974 

Cash book balance at the end of the year 85 099 60 872 


Bank statement balance at the beginning of the year 60872 38 974 

Bank statement balance at the end of the year 85 099 50 gyg 


Housing Bank Account 

First National Bank Account - Slanger Branch 

Account Number 62059290567. Cheque AecowW 

Cash book balance at the beginning of the year 16781 10757 

Cash book balance at Sie end of 8 te year 23443 ‘TstST’ 


Bank statement balance at the beginning of the year 16781 10757 

Bank statement balance at the end of #Te year 23443 ~ 16 781 


Electricity Main Bank Account 

First National Bank Account - Stenger Brartch 

Account Number 62030947941: Cheque Account 

Cash book balance at the beginning of the yew 21 736 14 184 

Cash book balance at the end of the year 30345 21736 


Bank slatemenf balance at the beginning of the vear 21 736 14184 

Bank statement balance at 016 end of the year 30349 21 735 


Electrletty Bank Account 

First National Bank Accounf • Stangar Branch 

Accounf Numbar 62080949301: Cheque Account 

Cash bookbalancest0iebeglnningof the year 48117 30 912 

Cash book balance at the end of the year 97219 49117 


Bank statement balance at the beginning of the year 48 117 30 912 

Bank atatement balance at the end of the year 67 219 49117 


Qijlcna Bank Account 

First National Bank Account ■ Stanger Branch 

Accoonf Afwnber 6211S726625: Cheque Account 

Cash book balance at the beginning of the year - 897 

Cash book balance at the end of die year 


Bank statement balance at the beoinning of the year - 897 

Bank statement balance at the end of the year . 


Grants Bank Account 

First National Bank Account ■ Stanger Branch 
AccountNumber 62049936323: Cheque Account 

Cash book balance at the beginning of die year 3 673 333 5 190 449 

Cash book balance at the end of the year 6 284405 3 673 333 


Sank statement balance at the beginning of die yea- 3 673 333 5190449 

Bank statement balance at the end of the year 6284405 3673 333 
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18. CASH AND CASH EQUIVALENTS (continued) 
Fines Bank Account 

F/rs( National Bank Account ■ Stangar Branch 
Account Number 6207975S268: Cheque Account 

Cash book balance at the beginning of the year 
Cash Cook balance at «ie end of the year 

Bank slatemenl balance at the beginning of the year 
Bank statement balance at the end of the year 


627 969 404 343 

756471 627 969 

627 969 404 343 

756471 627 969 


Grants Bank Account (2) 

First National Bank Account - S/anger Branch 
Account Number 74303S98107: Cheque Account 

Cash book balance at the beginning of tfie year 
Cash book balance at the end of the year 

Bank statement balance at the beginningof theyear 
Bank statement balance at the end of the year 


70995 496 44181 130 

84 145 708 70 995 456 


70 995456 44 181 130 

84145708 70 995456 


Housing Bank Account 

First Nation^ Bank Account - Sianger Branch 

Account Number 624 1 SOI 2649; Cheque Account 

CMh book balance at Ihe beginning of the year 6846863 

Cash book balance at Bie end of the year 11 775 389 6 846 853 

Sank statgment balance at the beginning of the year 6 946 853 

Bank statement balance at the end of the year ii 775369 6 846 853 


Dolphin Coast TLC Bank Account 

First Nabonal Bank Account • Stanger Branch 

Account Number 62416012649: Cheque Account 

Cash book balance at the beginning of the yea- . 306069 

Cash book balance at the and of the year 


Bank statement balance at the beginning of the year . 30S069 

Bank statement balance at the end of the year ' ' — " ' ' 


Petty cash and cash on hand 

TOTAL CASH AND CASH EQUIVALENTS; 

Total Interest earned on Investments 


1542360 

542370693 


21 700 299 


922 905 


529947 208 
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19. PROPERTY RATES 


Actual 

Residential 

Commercial 

Resldeniia! for commercial purposes 

Education and State 

Agriculture 

Vacant 

PSI 

Total Assessment Rates 


148 758974 
556538K 
672 543 
3349466 
2252429 
45 639 417 
1 649 715 
iS7 376 406 


136 796669 
51 116 313 
613 

3 159802 

1 951 062 
41585485 

2 255 S57 
237 479 149 


Property Valuations 


Residential 

Commercial 

Residential for cammerciai purposes 

Education and Stats 

Municipal 

Agriculture 

Vacant 

Informal settlements 
Land reform 
Monuments 
PSI 

WoreWp I P30S 


30292424200 
3802 954 000 
107435000 
379 3280C0 
338476 000 
3172 434 708 
2889 610400 
4309000 
567 395000 
1 733 000 
3405 448000 
165 359000 


29 425 775 200 
3 691 735000 
103 865 000 
379 3M 000 
332077 000 
3 277 396708 
2 796 352 400 
4309000 
515 151 000 
1733000 
5114299000 
164 723000 


Total Prpperty Valuations ^^^M2690^M^ 

The last general valuation came into effect on: 02/07f2010 02fl37/20i0 

Propedy rates levied in terms of the Local Government Municipal Property 
Rates Act No. 5 of 2004 with effect from 0i/07»X)7 


Supplementary valuations are prepared on a biarmu# basts taking into account 
conaoildatlQns and subdivisions as well as property category changes 
Assessment rates: Cents in the rand on market vtfualion as follows: 


Residential, Infomi a! settlements, tend reform, monuments 

0-S7000 

0.538CO 

Residential for commercial purposes 

0.62600 

0.59100 

AgrtcullurcU 

0.14200 

0,13400 

Industrial, business and commercial, vacant. pubHc infrastructure. Municipal 
owned and worship 

1-76600 

1.66600 

State owned 

0.83300 

0.83300 

Guest houses 

1.59000 

150000 

Public service Infrastructure 

0.14200 

0.13400 


The first R100 OOO of the valuation of residential properties are exempt from Hie 
calculation of rates. 

The first 30% of the valuation of Public Service Ir^aetnjcture propenies are 
exempt from the calculation of ratea 


Rebates; 

Improved special residential property 0% 

State property owners 0% 

Agricultural property & PSI 0% 

Residential used for commercial purposes 0% 

Industrial, business and commercial, and vacam 0% 

Land reform, worship, state land, PBO's, monuments, informal s^ements and 
municipal owned prop^ 100% 

Addittonal r^tes applicable: 

Excluded services 15% 

All Pensioners 

Pensioners under 65 years 2S% 

Pensioners Between 66 i 75 years 30% 

Pensioners older than 75 years 35% 

Ballilo Business Park Phase 3 0.00% 

Industrial incentives Including: 

In 5rst 6 second year thereafter phased om by 10% per annum 1(X}% 

Residental Developers incentive 

In Srsti second yea- thereafter phased out by 10% per avnim 100% 

BonafideAgrtculluralproperttes 50% 


0 % 

0 % 

0 % 

0 % 

0 % 

100 % 

15% 


2S% 

30% 

35% 

0 . 00 % 


100 % 

100 % 

50% 
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19. PROPERTY RATES (Continued) 


Rates are levied as follows (ir terms of Seclion 26 of tfie Munidpal Propwty 
Rates Act No. 6 of 2004) far the 2012/2013 financial year 

On an annual basis, by application, and the final date of payment bting: 308^2013 

On a monthly basis, and the final dates of paym^it being the lad worfdng day of 
tee monte from August 2012 to June 2013 

Interest Is levied on outstanding rates per annum at: 15,^ 

Pius collection charges two months after the final date of payment in respect of 

annual rate payers and 1 July in respect of monthly rde payers: 10% 

20. SERVICE CHARGES 

Sale of electricity ^849 070 

Refuse removal 47 634 339 


Total Service Charges 574483 409 


The amounts disclosed above for revenue from Sa^hce Charges are In respect 
of services rendered which are billed to the consumers on a mcmthly basis 
according to approved tariffs. 


28 Sept 2012 

15.9% 

10 % 

467 667 587 
42 644 732 

S10 312 319 


21. GOVERNMENT GRANTS AND SUBSIDIES 

CONTINUED OPERATIONS 

Equitable Share 
Municipal Infrastructure Grar't 
Financial Management Grant 
Land Use Managdnent Systems 
Department of Minerals and Energy 
Municipal Systems Improvement Grant 
New Library Grant 

Department of Sports and Recreation 
C8D RevltalizaUon 
Library Subsidy 

Municipal Assietartce Programme 
Museum 

Disaater Rough Seas 

llemba Shared Sarvtcea Grant 

Ndghbouihood Development Partnership Grant 

Thusong Centre Grant 

Multi Purpose Centre Grant 

Ethembenl / Chetlotdele Precent 

Expanded Public Works Programine 

Corridor Development 

Housing Accreditation 

Demand Side Management Grant 

TOTAL; CONTINUED SERVICES 

DISCONTINUED OPERATIONS 

Provincial Health Subsidies 


Total Govammenl Grant and Subsidies 


77 590000 

72648478 

36316717 

32276601 

1808946 

2043585 

107 000 

- 

4 813272 


1 563806 

361808 

224801 

117883 

62417 

39514 

$4101 

132526 

2690000 

1281000 

- 

1 382 458 

370604 

666 423 

1 203908 

- 

12339 

309772 

7 694 292 

2 907000 

334 542 

142 455 

241 148 

206512 

216758 

20000 

1 474 484 

3^062 

4 208058 

1228 827 

694 094 


141 651 286 

116663902 

141 6S1 266 

116 663 9D2 


Finance Management Grant (FMG) & Expstded PUSic Works Programme 
(EPWP) were withheld 

21.1 Equitable Share 


775500IM 72649478 

(77 560000) (72649478) 


Conditions still to be met 


In terms of tee Constitubon, tels grant is used to stA^chse Ihe provision of basic 
services to indigent community members. 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferee to revenue 
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21. GOVERNMENT GRANTS AND SUBSIDIES (Continued) 

2f.2 Municipal Infrastructure Grant 

Balance unspent at beginning of yeaf 

Current year receipts 

ConOiSons met - transferred to revenue 

Condifions soil to be met-transferred to liabftitles (see note 8) 

This grant was used for road infraslruclureas part ofupyading of informal 
seKements. 


23696547 
41 841 000 
(36316716) 

29 220 831 


20 824 147 
35149000 
(32 276 6ffi)) 

■ srm ' ssr 


21.3 Financial Managemenf Grant 


Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Witoheld by National Treasury 

Conditions still to be met-transferred to babilifies (see ttole 8) 


258 946 802 531 

1550000 1 500000 

(1396 946) (2 043585) 

< 412 0(X)) 

25S 946 


This grant was used fer implementalion of MFMA. fetaoce reforms and payment 
of Intern’s salaries. R412 000.00 was withh^dbyNatson^Treasury. 

21.4 Land Use Management Systems Grant 

Balance unspent at beginning of year 107 000 107000 

Current year receipts 

Conditions met -transferred to revenue ( 107 000) 


Conditions still to be met-transferred to ilaWlitles (see note 8) 

Spatial development frameworfc end land t»e mwiegement systems. No Atnds 
were withheld. 


21,5 Department df Minerals and Energy Gnanr 
Balance unspent at beglrtning of year 

Current year receipts 5000000 

CondWonsmet- transferred to revenue (4 813272) 


Conditions still to be mst-fransferred to liabiiiiies (see note 8) 

This grant Is used for electnftostion projects as part of upgrading of infonnai 
settiemenl areas. No funds were wlthh^d. 

21,6 Municipal Systems imprevemenl Grsnt 

Balance unspent at beginning of year 731 959 793 766 

Current year receipts 890000 800000 

Conditions met - transferred to revenue { 1 563 806) ( 861 808) 


Conditions sflil to be met-transferred to liabilities (see note 8) 58153 731 959 


This grant is used for elactrlflcetlon projects as pad of i^rading of toformal 
settlement areas. No funds were withheld. 


21. 7 JVew Library Grant 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 


91 149 
240000 
( 224 801) 


18232 
190800 
{ 117863) 


Conditions s&l! to be met-transferred to liabUides (see note 8) 


106 348 


ai 149 


This grant was in construction of new KwaDukuza library. 
No funds were witoheld. 
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21. GOVERNMENT GRANTS AND SUBSIDIES {Continuedi 

21.8 Provincial Hsaith Subsidies 

Balance to be refunded at beginning of yew 
Current year receipts 

Expenditure claimed in accordance with grant conditions 


Grant claim outstanding ■ transferred^ non-exchange rec»v^>les (see note 17) 

The grant has been used exclusively to fund clinic services. The cond4ions of 
the grant have been met. There are no delays or withhoidng of the stAskly. 

21.9 Property Pates Implemenfation 

Balance unspent at beginning of year 

Current year receipts 

Condifiorw met - transferred to revenue 

Condifiorts still to be met-transferred to liabilities (see note 8} 

This grant isfor ^scommunicatlQn of the Municipal Properly RtfesAtilo (he 
public. No funds were witfrheld. 

21. 10 D^/artment of Sports and Recreation 

Balance unspent at beginning of year 

Current year receipts 

Condifions met • transferred to revenue 

ConOISons sliii to be rnet-transferred to liabilities (see note 8) 

This gram is forme upgrading of the sowtsfaciiiSes; Chief AB>ertLuthuli Sports 
Field. 

21.11 CBD Revltaiizatlon 

Balance unspent at beginning of yeer 

Current year receipts 

Condlbona met • trsnafernsd to revenue 

CondlGons still to be met-transferred to liabilities (see note 8) 

This grant la for the revitalisation of the urban design framework for KwaOukuza 
central business cKstrict (CBD) to Irtcrease growth opportuniiies and investor 
confidence. 

21.12 Municipal Atsistanee Programme 

Balance unspent at beginrvng of year 

Current year receipts 

Conditions mat • transferred to revenue 

Conditfons still to be met-transferred to liabilities (see note 8) 

This grant Is for credit control and GRAP impIementaCon. 

21.13 Museum 

Balance unspent at beginning of year 

Current year receipts 

Conditions met • transferred to revenue 

Conditions sGH to be met-transferred to liabilities (see note 8) 

This grant is for the Museum experxiiture incurred. 


(1205000) 
1 205000 


31 985 31 MS 


31 985 31 98S 


260486 
{ 62417) 


150000 
150000 
( 36514) 


198 070 


260 486 


64 101 196 627 

( 64 101) ( 132526) 

- 64'ior 


822 902 2 205358 

( 1 382 466) 


822 902 822 902 


466 577 

284 000 1 134000 

( 370 604) ( 863423) 


378 973 46S577 
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21. GOVERNMENT GRANTS AND SUBSIDIES (Continued) 


21.14 Department of Housing: RDP Housing 

Balance to be reftjnded at beginning of year 
Current year receipts 

Expenditure claimed in accordance with grant coixStions 


( 172134) ( 3S925) 

( 79800) ( 132Z>9) 


Grant claim outstanding - transferred to non-exchange receivaMes (see note 17) 


Amount due by Department of Housing in respect of bridge financing of RDP 
project in terms of the HAC meeUng 08/2006 approved by MEC. 


21.15 Disaster Rough Seas 

Balance to be refunded at beginning of year 
Current year receipts 

Expenditure claimed in accordance with grar4 cortdHiwis 


4400263 
(1203908) 
3196 3iA 


( 395 814) 
4 796 072 


4 400 253~ 


This grant is from Oepartmentof Provincial Local Government for the clean up 
operations on the beaches. 

21.16 ILembe Shared Services 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met-transferrod to liabilities (see note 8) 

This grant is for the hiring of a town planner for the KwaOuftuza area. 


823004 
( 12339) 


816^7 
313849 
( 309772) 


21.ir Neighbourhood Development Partnership 

Salanoe unspent at beginning of year 

Current year receipto 

Conditions met* transferred to revenue 

Amounts withheld by National Treasury 

Conditions still to be mat-transferred to liabilities (see note 3) 

This grant Is for Infrastructure Devstopmerrt 

21.18 Thusortg Centre 

Balance unspent at beginning of year 

Current yw receipts 

Condidons met - (ransferred to revenue 

Conditions sUli to be met-transferred to liabilities (see note 8) 
This grant is for community upllflment 

21.19 Multipurpose Certtre (MPCC) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met- transferred to revenue 

Conditions sCtI to be mat-transferred to liabilifies (see note 8) 
This grant is for community upliftment 


1 054 478 

23000000 2 907000 

(7694292) (2907000) 

(1054478) 
15305708 • 


344 233 486 686 

( 334642) ( 1424S5) 

9 692 34423r 


310561 517073 

( 241 148) ( 2(»512) 

69414 310 561 
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21. GOVERNMENT GRANTS AND SUBSIDIES (Continued) 

21.20 Ethemb^ni/Ctiarlotdals Precent 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met-transferred to liabilities (see note 8) 

This grant is for community uplifftnent 

21.21 Expanded Public Works Programme 

Balance unspent at beginning of year 

Current year receipts 

CondiSons met - transferred to revenue 

Amount withheld by National Treasury 

Conditions still to be met-transferred to liabilities (see riote 8) 

This grant is for community upliflment. R604 000.00 was by Nation^ 

Treasury. 

21.22 Corridor Development 

Balance unspent at beginning of year 

Current year rec^pts 

Condiflons met - transferred to revenue 

Conditoirs still to be met-trarrsfeired to lisMIttes (see note 8) 

This grant is for community upliftment 

21.23 Housing Aecredltallon Grant 

Balance unspent at beginning of year 

Current year receipts 

Condifons met- transferred to revenue 

Conditions sflil to be met-transferred to llabiStles (see note 8) 

This grant is for communtty upliftment 

21.24 Demand Side Management Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditone met- transferred to revenue 

CondIVons still to be met-transferred to liabilities (see note 8) 

This grant is for community upliftment 

21.25 Library Subsidy 

Balance unapent at beginning of year 

Current year recalpia 

Conditons met - transferred to revenue 

Conditors still to be met-transferred to liablUfies (see note 8) 

This grant is for community upliftment 


480 000 90000} 

(216 768) ( 20 000) 

263 242 480000~ 


a)393B 

1000000 1 000000 
( 870 484) { ^ 062) 

( 604 000) 

129 4S4 603 938 


9771 173 

11000000 

(4 208058) (1 228827) 


5563115 9 771173 


6846000 

4 972800 6 846 000 

( 694 094) 


11124706 6 8461)00 


8000000 


8000000 


8000000 


8 000 000 


2690(XI0 1281 OCX) 

(2690000) (1281000) 
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22 EMPLOYEE RELATED COSTS 
CONTINUED OPERATIONS 


Employee related costs - Salaries and Wages 

Contnbudons to UIF, medical, pension beriefits. WC and lewes 

Travel, motorcar, sccommodation, subsistence aid o(ha diowances 

Housing benefits and allowances 

OverBme. standby and rations payments 

Leave pay and leave bonus payments 

TOTAL: CONTINUED SERVICES 

DISCONTINUED OPERATIONS 


129131691 
41 282 559 
10012 926 
528 854 
^228961 
14256089 


227 441 281 


113891904 
40216972 
9351 155 
562 395 
23949010 
13043762 


200 71519S 


Provinaal Health Services -Clinics - 2 132640 

TOTAL EMPLOYEE RELATED COSTS 227 44i'Hr 202 847838~ 

Induded In the employee related costs are tie foBoMing: 

BimwivmnQl m *fafHdtoaf Manager 

Total cost to Council 1287448 1 232916 


No performance bonus was payable to the Muniopal Managa*. Due to 
prolonged III health, which led to him being ^iscent without leave for 11 days, 
the municipal manager was not paid R44 965,00 



Ramunar8f/on.c/ tfi9 Chial.Bnanca OfScv 

Annual remuneration 

1018741 

845620 

Car allowance 

132000 

29777 

Contributions to UIF, medical and pensiwi funds 

297 905 

278 $83 

Sub-Total 

1448646 ^ 

1 154 960 

Sackpay: 

Annual remuneration 

46412 


Car allowance 

51 111 

. 

ConWbuflons to UIF, medical and pension funds 

3.5 993 

• 

Tola! 

1S82163 

- 

The remuneradon of the CFO was re-negotlated effective 01 January 2013 and 
details of backpay Is Included above. 



/^amunaratlon of Executive Direotors 



Economic OevelQomaritaog Piannioo 

Annual remuneration 

781 346 

649141 

Car allowance 

96000 

98000 

Medical and pension funds 

220201 

204 097 


Total 1097547 949 239 


Technical Servicea 
Annu« remuneration 
Car allowance 
Medical and pension funds 
Total 


^5396 
31808 
90 043 

616 447 


The previous Executive Director of Technical Services r^tred on the 30 June 
2010. The post was vacant for a period of seventem months. The post was 
suosepuendy filled on the 12 December 2011. The Execiflive Daeclor of 
Technical Services was charged with misccxtiAJCt aid vacated his po^ on 10 
May 2013. The Director: Special Projects has since been acting in Oils post from 
27 September 2012 to 31 May 2014 


Corporate Services 


Annual remuneration 

9S1 705 

768016 

Cer allowance 

96(XKI 

96 000 

Medical and pension funds 

29 642 

27 729 

Total 

1 077 348 

891 745 

Miinininal Services 

Annua! remuneration 

961 6:» 

903194 

Car allowance 

95849 

96649 

Medical and pension funds 

19 858 

24 636 

Total 

1 077 346 

1 023 B79 

Cnmnrntfi iTnvemannp 

Annual remuneraton 

721806 

736 023 

Car allowance 

131 752 

131 184 

Medical and pension funds 

239640 

219750 

Total 

The Position of Executive Director of Corporate Govwnance was OKed on 8ie 01 

1093200 

1086 9.57 


June 2012. 
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23. REMUNERATION OF COUNCILLORS 

Mayor 

Deputy Mayor 
Speaker 

Mayoral oommiBee members 
Councillors 

Councillors' pension contribution 
Total Councillors’ Remuneration 

24. FINANCE COSTS 
Non-current liabilities 


658 073 

626841 

583 908 

505 896 

531 082 

556100 

4410828 

4 068 273 

9114 548 

8193482 

1 309 31S 

1 179 563 

18607 754 

15130167 

11601 150 

8134 555 


25. BULK PURCHASES 
Electricity 


3 | 1 _« 9 | 2 ^ 


Bulk Purchases are the cost of commodities not generated by the munitipality, 
which the municipality distributes in the municipal area for resale » the 

consumers. Electridty is purchased from Eskom artdNersa approved a 11.15* 
tariff hike in favour of Eskom. 


26. GENERAL EXPENSES 

Included in general expenses Is the following: - 


CONTINUED OPERATIONS 
Free basic services - Refijsa 
Dump charges 

Replacement of faulty meters 

Indigent support - parks and gardens department 

Indigent support • waste managemeit departinenf 

Security services 

Shark control expenditure 

Call out to consumer complaints 

Grant expenditure 

Legal costs 

Marketing 

Audit fee • external audit 

Bank charges 

Insurance general 

Refuse baga/contract 

Free basic services - Electricity 

Vaiuationa S valuation ncHs 

Processing of fines 

Subsidies - sellirtg sdtames 

Lease • Office Machines S Equipment 

Rent of Property / Offices / House 

Revenue protection services 

Wsfd Committee members 

Mr Price Pro expenditure 

Advertising 

Printing, Suflonery & postage 

Subscriptions 

Water & Sanitation 

Sundry Oils & Fuels 

Street lighting consumption 

Staff S oounciiltor training costs and bursaries 

Traveling & subsistence 

Tel^hone calls / rentals 

Protective doBiing 

Shakaville landfill site expenditure 

Sports development 

Non standard service connection 

Software support & licences and agreements 

Adjustment to trafitc fine debtor due to (mptemeitton IGRAP 1 

Other general expenses 

TOTAL: CONTINUED SERVICES 

DISCONTINUED OPERATIONS 
Provincial Health Services - ClmJcs 
TOTAL GENERAL EXPENSES 


11781722 
8664748 
125045 
10787 521 
2 830 067 
7 929473 
3037173 
8208942 
90972 
3843770 
1000300 
3407 771 
2557 595 
1476 774 
1340280 
9658782 
1498771 
146 538 
128395 
431 637 
702684 
520002 
2 755000 
2567 274 
2 238 176 
3167 310 
1981665 
1 830 258 
5847 107 
3249558 
1 662 678 
938453 
2614232 
2775114 

457 174 
1 580 500 
2951831 

26744 548 


143609 841 


11 112445 
9895 502 
363593 
7 765 385 
2269870 
4562034 
24«162 
6 840 278 
150719 
33M750 
11 790 
3420824 
1956119 
3149769 
1393290 
7620635 
1259122 
2084 011 
461 843 
322015 
8^101 
3315640 
2564 000 
2298286 
1959 369 
3 154 570 
1610932 
1765836 
4779125 
2 738457 
3402 681 
1487216 
3876083 
2386491 
998 043 
624 848 
890 730 
1 751 254 

t72S3 990 


127 983 697 


^ 189 705 

143 609 841 ^^12«173«2_ 
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27,1 CONTRACTED SERVICES 

18^430 

15 219642 

Refuse removal 

4984671 

4320 332 

Grass cutting 

Financial, assets and new GRAP standards support 

1902 971 

1622178 

Financial and Perfomiance management (PMS) suppctfl 


250000 

Project management fees and concept plan 


231 717 

Professional fees - disdlpinary enquiry 


235500 

Survey and facilitation fees for roads and housing projecis 


147 253 

Advertising 


90000 

Greditraling 

OBier 

- 

1 228 


26 240 607 


27.2 Transfer made; MIG funding paid to Hemhe District Munidpdity 


20 619 944 


The Minister of Finance has allocaled funds via the NaBoral MIG Un«ar>d which 
funds nave been allocaled to KwaDukuza Municipa«y. Tte KwaDi*^ 
Municipality by way of a Spedal Goundl Resolution on 26 * 

fund bulk infrastructure for water and sanKalion via the said MIG to 

enable llembe District Municipality to supply the relevant bdk k^toxSwe 
water and sanltaSon to various housing projects betog undertaken ^ 
KwaDukuza Municipality. KwaDukuza MurHcipality has ^located an 
R20 million frcm ffieir MIG Grant tundir>g for the 20130014 ^ 

project. R8 528 290 has been transfeired to llembe Didriet Mumcipal'ty i" *0e 
2013f20i4tinancial year. 


28. REVENUE 
28,1 OTHER INCOME 

Included in otoer income is tfw following: • 


CONTINUED OPERATIONS 

Contributions demand based 
Building plan fees 
Sundries 

Electricity availability 
Non staiidard service connection 
Olsconrtectlon I reconnection fees 
Coritilbunon in lieu of parking 
Roads master plw 
Sale of redundant stock 

Sale of eleclritfty street lights for housing estates 

Proceeds from Insurance 

Bid I Tender documents 

Tampering fees 

Electrical call out fees 

Rates cerdflcates 

Admin charges 

Liorary subsidy 

Burial fees 

Other income 

Assets not previously recognised 
TOTAL; CONTINUED SERVICES 

DISCONTINUED OPERATIONS 

Provincial Heaitti Services - Clinics 

TOTAL OTHER INCOME 

28.2 FINES 

Total revenue from Fines income 


10341985 

12 892 259 

7 243518 

3 987 761 

2 925560 

546603 

2136358 

1821^ 

489 820 

638 355 

737 500 

920130 

45854 

394 445 

229177 

173835 
585 760 


4 447 804 

2809580 

1908 088 

584 335 

1042930 

184 500 

713000 

35775 

64246? 

586115 

507 922 

1 176 622 

1069564 

461672 

407 634 

6215361 

6949763 

. 

33545598 

36823^ 

73 195lij5 


1391 

36 823 634 

73 196 587 


7ft 973 087 



Fines are issued in terms of S341 & S56 of the Crmrinal F>m(*^« Act The 
increase in fines in the current year is due to the Wioduction of IGRAP 1 
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UNAUTHORIZED. IRREGULAR, FRUITLESS AND WASTffUL 
29- EXPENDITURE 

29.1 Irregular Expenditure: 


Openirrg Balance 

62.436,990 

17,002,222 

Goods and/or services not procured through ccxrtpeWve bidding prcxtesses. 

538 1S2 

1 120 971 

Copies of contracts could not be located and made availabe to aidit 

10 904 329 

3 299195 

Non-submission of tax clearance certificates and 1 or declarations of interea by 
suppliers, staff / contractors not registered >«i8i CiDB 

474237 

44 609 

Irregular e>^ndlture 2012/2013 pertaining to grass cuRitq cordrads at^troved 
by Cour^ll and awaiting Netonal Treasury condonernent 

24 253 018 

19071 222 

Irregular expenditure due to asnducting business with persons in the serwce of 
the state 

912164 

- 

Section 36 approvals subsequendy redassified as negular experxStixe. Referlo 

Note 32,7 

1 140000 

1278827 

Irregular expenditure relafing to procurement arrd contract tnanagemenl 

100 658909 

41 817 046 

Unauthorised MIG transfer to llembe District Municipality 

8364 ^5 

20619944 

Closing Balance awaiting condonation by National Treasury 

109 023.734 

62.436.990 

Irregular expenditurta written off by council 

(52606760) 


29.2 fruftless and Wasteful Expenditure: 



Opening Balance 

Incurred during the year 

3,708.058 

3.708.058 

Closing Balance (AwaiGng condonation) 


3,708.058 
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CASH GENERATED BY OPERATIONS 

Surplus for the year 

Adjustment for - 

Amortisation: intangiDle assets 

Depreciation: Property, Plaf>t and equipment 

Impairment loss 

Gain on disposal of asset 

Loss on disposal of property, plant and equipmert 

Contribution to provisions - non-current 

Contribution to provisions 

Assets adtustnients as per Note tO 

Assets donated 

Conlribulion m retirement benefit obligation 
Contribution to long service av#ard benefits 
increase / (Release from) allovirance for impairment 
Fair value adjustment : Investment properties 
investment income 

Provision for future Housing discounts utitized 
Intangible assets not previously recognised 
Bad Debts written off 
Finance costs 

Operating surplus before working capital changes: 
(increase)fdecrease in inventories 
(lncrease)/decrease in exdtange receivables 
(Increasej/deerease in non-exchange receivables 
incfease/( decrease) in camdltional grants and receipts 
lncrea8e/(decreaae) in Trade and Other Payables 
Decrease In short term porijon of long term rectfvables 
(!rtcrease)/deerease in VAT receivable 
Debtors Impairment VAT movwient • Note 16 
Cash generated by operations 


146610642 

157 480 961 

2 375177 

2 493 039 

40061055 

33970 341 

7 015 752 

5705 346 

{ 841(€) 

- 

{ 1 249 193) 

( 357 048) 

2 066179 

(21 971 318) 

(5024977) 

(18428975) 

5056490 

3 982 436 

964 029 

1 726 995 

16 090377 

( 324 296) 

(10445000) 

(16155000) 

(21700289) 

(21 098672) 

( 236355) 

5165303 

6603633 

2506835 

11 601 IS) 

8134 555 

199 706566 

142 620 505 

(2878 451) 

( 338 349) 

(34248 371) 

(13527 894) 

(3265451) 

(4803 090) 

17 366 514 

29603006 

12 957981 

12 957 962 

( 595 421) 

7 883 147 

189 043 369 

174 79S307 


CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 


Cash and cash eculvalents included in the cash fiow ^tement comprise me 
following stat»nent of amounts indicating (martcl^ position: 

Bank balances and cash 
Call Investment deposits 

Total cash and cash equivalents at me end of the year 


542 370693 528947208 




ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE 
MANAGEMENT ACT 

32.1 Cofttributlona to oraap iaed loexi government 

Amount paid - current year 

Balance unpaid (included in creditors) 


(2268248) (1609 944) 



(3884 859) (3422 655) 


32.2 Audit fees 

Amount paid - current year 

Balance unpaid (included In creditors) 


KWADUKUZA MUNICIPALITY 
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32. ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE 
MANAGEMENT ACT (Continued) 

32.3 VAT 

Vat received for the year 26 404141 21 158761 

VAT paid for the year _^_(1212876J_ 

VAT inputs receivables and VAT outputs payable are sfiovm In note 9. Al VAT 
returns have been submitted by the due date Biroughout the year. 

32.4 PAYE and UIF 

Current year payroll deductions (32K1918) (27*53132) 

Balance unpaid (included in creditors) - ■ 


32.5 P<P»loa and Medical Aid Paductloni 

Current year payroll deductions and Council CorHrilx8ion (54 317 460) (46812 154) 

Balance unpaid (included in creditors) - - 


32.6 Counelllor'a arntir eoniumar aeeewta at « 30 June 2014 

in terms of S124 (1 ) (b) the following particulars are r^lMed In respe<^ of oty 
arrears owed by individual councliliors during the Rnantial yea' 

Counclthr: SAnatnafy 


Nature of Arrears; Rales & Services 

Arrears during the year(Highest): 10884 

Arrears as at 30 June 2014 2 258 

Oldest ageing as at 30 June 2014 120 days 

Counelllv: S Anamtly 

Nature of Arrears: Rales & Services 

Arrears during the year (Highest): 5707 

Arrears8sat30June2014 4 437 

Oldestageing as atSO June 2014 SSOdsye 


32.7 Supply chain management deviaOofta 



Emergency 

2 762679 

5664249 

Sole provider 

1066 392 

• 

Acgtsaition of special works of art or histone obiects where specificaitons are 
difficult to compile 

1296500 


In any other exceptional case where 11 Is ImpracHcal to follow the official 
procurement process 

10S7 660 



6 183 7.31 

R 664 749 

Section 36 deviations transfared to irregular Expenditure 

1 140123 

1,278,827 
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ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FIKMJCE 
MANAGEMENT ACT (Con«nued) 


32.8 Material losses incufred 


A 


Electricity Distribution Losses 


2014 2013 

R R 


Technical Losses 
Non Technical Losses 

Tedinical and non technical electricity distribution losses 
Percentage eiergy losses 

Non techrtcal tosses are generally Oie rescrfl of. but not limited ftj, Sirt of 
electricity by means of illegal connections and unbited consuners Internal 
controls are in place and are b&'ng margined whitJi mWmises the risk of 
unbilled consumers. No disciplinary action will be t^en as the fceses meurred 
are not due to negligence. 91^ million kilowafts have been lost due to 
etectocity distribution losses. ^ 

33. CAPITAL COMMITMENTS 


44 797 593 40515293 

16941635 5 606 028 


61 739 229 46122 321 

15% ^ 12.61% 

A 


Commiknenta in respect of capital expenditure; 

- Approves and contracted for: 

Infrastructure 

Community 

Intangible 

Capital Commibrents are exclusive of VAT 


236321 641 


265873 ^4 


220 349 580 

8107262 


15772082 


34. CONTINGENT LIABILITIES 


34.1 RelmbursementofcapitalcostsofbiJkst^iytodeveloper* 172100799 172100799 

The reinbursement are dependent on the developers meeting future targets as 

set out In the service level agreements. The timeig and outcome of the 

reimbursements cannot presently be detomkted atd therefore no provision for 

any liabilliy that may result has been made In toe fmancitf statements. 


34.2 Municipality Is being sued arising out of a mirwr chkd sustaining injuries 
allegedly after being electrocuted when she touched a Ughl pole m Huieu Street 

100000 

100000 

34.3 Wage Curve Judgement - The labour court upheld a wage curve 
agreement between the collective baigaining parties I.e.) SALGA. Samwu and 
IMATU, signed In April 2010, dealing with different categories of munieipaliUes. 
Under the agreement, some workers would receive ba^ pay from September 

2009. SALGA has however filed leave to appeal the court decision, Shouio toe 
court rule In favour of the Unton, it is estimated that toe possible further payrcJi 
costs of R15 395 127 will have to be borne by toe munl^paBty. 


15395127 

34,4 Nyatoi Sugar Ridge CCis suing toe municipally due to losses tocufted by a 
damaged electrfca pole setfing alight the sugar cane. 

188667 

168^7 

345 Municipality is bang sued by S Govender pertaWng » act^ietoo iovoiving 
a vehicle owned by toe Municipality 

49 000 

49 000 

34,6 Municipaity is being sued by Body Corporate Chakas Place for toe 
removal of public toilets that are in front of toe eppHicants buil&ig 

150000 

150000 

34,7 Claim against the municipality for tyre damage 


12 500 

34,8 Municipality Is being sued by Sappi Soirihem Africa Limited fw toss of 
revenue and additional expenditure Incurred due to various power outages. 

4465 728 



177 054194 

187 996 093 


IVage Curve Jodgemeof; 

The application brought by the Unions to the Con^uBortal Court was (Ssmsseti 
as the court was of the opinion that the unions had no pro^tec/ of success 
proceeding with the matter in the Conslilutional Court The matter of the wage 
curve dispute is therefore ultimately finalized after a number of years of seeking 
possible solutions and the legal processes. 
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35. REPAIRS & MAINTENANCE 

Electrical Repairs & Maintenance 

Roads & Stormwater Repairs & Maintenance 

Parte i Gardens 

General Repairs & MaintenarKe 


36. CORRECTION OF ERROR 

The comparatives for 2012/13 have Been restated in respect trf (he 
following errors-. 

36.1 Errors for accounting for Properly, Plant and Equipment (Note 10) 
Property Plant & Equipment as previously reported 

Adjustments to assets as per restated Note 102013 
Restated balance as at 30 June 2013 

36.2 Restatement of Intangible Assets (Note 11) 

Intangible Assets as previously reported 

Correction of prior year Intangible assets as per restated Note 11 
Restated balance as at 30 June 2013 

36.3 Restatement of non-exchange receivables (Note 17) 

Non • exchange receivables as previously reported 

Adjustments to Rates Revenue 2012/i3ln respect of VaiusOon Appeals 
Adjustments to Rates Revenue prior to 2012/13 hi respect t^ Valuation Appeals 
Restated balance as at 30 June 2013 

36.4 Restatement of Trade & ether payables (Note 7) 

Trade & other payables as previously reported 

Adjustment to sundry deposits previously recognised as revenue 
A^ustment to SALQA subscriptions 

Adjustment to Roads Masterplan prevlousty recogniseo as revenue 
Adjustment ts Rental Income previoudly recognised as revenue 
Adjusmentto employee badrpay claims 

Raststed balance as at 30 June 201 3 

36.5 Restatement of Investment Properties (Note 12) 

Investment Properties as previously reported 

RecogniBon of ERF 517 Baii/to - Llone Club • F^r 2012/2013 
Fair value adjustment of ERF 617 Balllto - LbmwCIi* 2012/2013 

Restated balance as at 30 June 2013 

36-6 Restatement of Adjustment to non-current provtslor^s (Note 3) 

Non current provisions as previously reported 
Reversal of alien vegetation provision 2012/2013 
Restated balance as at 30 June 2013 
36.7 Restatement of Surplus for the year 
Surplus for Bie year as previously stated 
Other Income- 

Adjustment to Roads masterplan previously recognised as revenue 
Adjustment to Street lights not previously recognised 
Adjustment to Leases not previously recognised 
Adjustmen! to previously disposed assets 

Amorfisafion 

Adjustment to Amort/saBon on zero txjok value assets 
Rental Income 

Adjusbnentto Rental Income previously recognised as revenue 
General Expenses 

Adjustment to SALGA suBsetipfions as a result of recataiabon 
Adjustoient to lease expenses 

Employee related costs: 

Reversal of employee Bachpay claims 

Fair value adjustment of Investment PruperBes 

Fair value adjustment of Investment Property ERF 517 BSlito - Lions Oub 

Property rates: 

Adjuslmenls to Rates Revenue 201 2/1 3 in respect erf Vacation Appeals 


19716272 20809 549 

24833324 15178856 

19869249 16 596487 

9 251 586 8 718192 

73 669 433 63 303 086 


812 608 558 
32^8094 

84S S36 652 


13320317 
32365 
13 352 682 


27 792349 
1098666 
289636 
29160671 


159904126 

7 291 
287 811 
61434 
8390 
< 59522$) 


159 673 826 


65285000 

40)0000 

500000 

78~5~000 


23SS2 760 
(3044545) 
20 508 215 


119097 627 


( 61 434) 
32 629397 
160740 
755461 


32 365 


( 1570) 

{ 152809) 
( 13100) 

595 226 


500 00) 


1098686 


Depreciation; 

Adjustment to depreciation on Palisade fencing 

Adjustment to depreciation on Incorrectly capitalised AUC items 


1 659 
13954 
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2014 

R 


2013 

R 


Adjustmentto depreciation of AUC items redassifiedtobuikSngs 


{ 29 578) 


KWAOUKUZA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
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2014 2013 

R R 


Adjustment to depredation of assets previous (feposed now tsoighl mto ise 

Adjustment to depreciation 201212013 on street lights not prewously reco^BS«J 
Adjustment to d^recfstlon 2012/2013 on Leases not p^eviowly recogrused 
Adjustment to depredation on leases - zero book v^ue 
Adjustment to depreciation on Furniture S Fittings - zero book v^ue 
Adjustment to depreciation on Electricity - zero bortt v^ue 
Adjustment to depreciaBon on vehides - zero book value 
Adjustment to depreciation on assets previously classified as AUC 
Adjustment to depredation on assets previously classified as lard 

Non-cuirent provisions 

Adjustment to non-current provision 2012/2013 in respect of alien vegetaBon 

Restated balance as at 30 June 2013 

37- EVENTS AFTER THE REPORTING DATE 

NATIONAL ENERGY REGUUTOR OF SOUTH AFRICA 

NERSA approved a 11.16% increase inEskom bift purchase taiifbwWctiwa 
have a significant effect on future revenues and expencStiae. 


{ 119365) 

( 815 727) 
( 63 580) 
39t%0 
466 521 
3 328 
151 679 
( 2 228) 
139 904 


3 044 545 
^57 480 961 


EXPLANATION OF VARIANCES DISCLOSED IN THE BUDGET STATEMENT 

Variance (1) between Original and Final Budget: 

38.1 Property Rates 

No adjustnent was made to Property Ratos but rather an ad^rstmentof R2 
337m to Penalises & Collection Charges, Oufing the mid-term re\4ew. financial 
Indicators realised Improved collection on outsfanrSng debt which pnjmpted a 
decrease in Penalties end collection charges. 

38.2 Servics charges 

Taking into account Ihe various increases and decreases within ihe ^eetrieily 
revenue votes during the mid-tem review, it was anlicipeted ihal there wHi be an 
overall decrease in revenue from service charges. 

38.3 Investment Revenue 

During the budget process, it was established that a major portion of cash h^d 
as Investments will be used as a source of fundlog for capital expendiure 
funded internally, This resulted in the assumpeon that there will be a drastic 
decrease in investment revenue. Sighting the lew spending on the capital 
budget the budget for investment revenue was adjusted upwards. 

38.4 Transfers recognised - operational 

Various operaflon rotl-over applications were approved by Nafonal Treasury 
which reguired the budget to be adjusted. 

38.6 Other own revenue 

The different other revenue streams were reviewed and adjusted accordingly. 

38.8 Employee Related Costs 

5% new pnortflsed posts added to ihe budget 

38.7 Debt Impairmem 

Debtors were profiled for the recafeuiaoon of debt tmp^eni • based on 
improved oollection rates the debt impairment reduced by R3 millfcm. 

38.8 OepreciaUon and asset Impairment 

Depredation budget adjusted by R23 325 million due to revised eolations on 
assets under construction which was to be release to PPE. 

38.9 Finance Charges 

DSSA loan drawdowns schedules were amended resueng In shtfiing of funds to 
be drawn down. 

38.10 Other Expenditure 

The expenditure was reviewed and in consultation wifo dmectorskes ac^ted 
accordingly 

38.11 Contributions recognised ■ Capital 

Adjustment to Capital Budget to bring in MIG nSFoverwWch had been approved 
by Nakonal Treasury. 
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ai4 2013 

R R 


EXPLANATION OF VARIANCES DISCLOSED IN THE BUDGET STATEMENT 
38 (Continued) 

Variance (2) between Final Budget and Actual Outcome 

38.12 Property Rates 

Decrease in actual revenue due by R5,0fn, aK rales revenue was not realised as 
anticipated. Tha-e has been various outcomes by the Vaturtion Appe^ Boad. 


33.13 Service charges 

Decrease in electricity sales due to meter tampering and decincity Oirt and ^ 
a reducfion in consurnpHon due to 8ie increasing costs of elecJrIcty eg. 
InstallaSon of solar geysers etc. 

38.14 Investment Revenue 

Investment revenue has increased by R9.<i mlRion as compared to final bur^ 
figures due to slow spending on capital projects. 

38.15 Transfers recognised - operational 

Certain expenditure that was ftjnded by Government Graits did n« m^etialise . 

38.16 Other own revenue 

Implementation of iGRAPI for revenue recogrttion of fines and vaicws otfier 
Imcome streams have contributed to the tocrease in other own revenue 

38.17 Employee Related Costs 

9% pnoriiised posts and resignafions not filled *» to moratwium passed 
Council 

38.13 Debt Impairment 

Debtors were profiled as at 30 June 2014, Sitoseguent receipt teshng was done 
and Management Is of the opinion that the provtston nol be stguslcd. 

38.18 Depreciation and asset Impairment 
The variance is minor 

38.20 Finance Charges 

The OB5A loan drawdown schedule amended to stun funds to outer year doe to 
slow capital spending. 

38.21 Other Expenditure 

Significant projects and plans that were budgeted for and were to be 
Implemented in the third and fourth ouerter, did not materialise. 

38.22 Transfers recognised • Capital 

Significant onderepending on Municipal Infrastructure Grant (MIC). NOPG and 
other Capital Granis 

36.23 Total capital transfers recognised 

MIg roll over approved by NaEonal Treeswy and adjusted accordingly 

38.24 Borrowings 

Unspending on Capital lhat was financed by borrowings 

38.25 internally generated funds 

MIG piojecB counter funding was sliifted to a mKByear aBocation due to its 
progress. 

38.26 Total capital transfers recognised 

Under*8penoing on the Corridor Funding grant, Demand Side Management 
Grant NDPG & UIG. 

38.27 Borrowings 

Low expenditure on toe electrical infrastructure projects which resulted on rdl 
over of funds across toe MTREF. 

38.28 Internally generated funds 

Underspending on MIG interna! funding and Sso general caiSlal that were 
funded intwnally 

38.29 Remuneration of Councillors 

Remunerafon of Councillors ere calculated within toe upper #mils (rf the 
framework envisaged in Section 219 of the ConsOtutton. read with tte 
RemuneraSon of Public Office Bearers Act. 

38.30 Bulk Purchases 

Budget was in line with Eskom Bulk purchases tariff 
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2014 2013 

R R 


39. RELATED PARTIES 

39.1 COUNCILLOR: R SINGH 

Expenditure: 

General E)q^enses for Ifie year 4 357 739 

Nature of transaction: The Council has entered a cortrad for grass cuBb^ 
with a relative of the Councillor. 

Balance outstanding at year end: Nn 

35.2 STAFF MEMa£R:G GIBBON 
Expenditure: 

General Expenses for the year 

Nature of transaction: The Council has ent^’ed into a rertlal agreement vm9i 9ie 
staff member. 

Balance outstanding at year end: 

39.3 STAFF MEMBER: P NAIDOO 
Expenditure: 

General Expenses far the year 125422 

Nature of transaction: The Coundt has entered into a cwWact with the lather til 
the employee for the sale of prepaid electricity 

Balance outatanding at year end (gj 


4 317 286 


Ni! 


4400 


Nil 


142 549 


m 


39.4 STAFF MEMBER: PMURUGAN 


Genera! Senses far the year 45^ 323 

Nature of transaction: The brother of the employee provides pest cof4roi 
services to the municipality 

Balance outstanding at year end: Nh 

39S COUNaLLOR: a B SINGH 

Sxpandllura: 

General Expenses for the year 433 143 

Nature of transaction: The spouse of the councillor owns a travel agency. 

Council conducts business with this CC. 

Baiance outstanding atyearend: NH 

Expenditure: 

General Expenses far the year 3^ 1^4 

Nature of transaction: The munldpatlty awarded a tender to ^r^h's Fruil & Veg 
for prepayment electricity to the spouse of the counciBor. 

Balance outstanding at year end: Nil 

39.« STAFF MEMBER: S I TSWANA 

Expenditure: 

General Expensea for the year 37 568 

Nature of transaction: The brother of the employee hires out sound egufomew to 
We municipality for public meetings. 

Balance outstanding at year end: ^IH 


8818^ 


Nil 


311264 


Nti 

450422 


Nl! 


Total value of related parties 

Payments of remuneration to senior managers and councitilws - deiads of 
payments are set out in Notes 23& 24 


5777 889 5 457 364 


Page 76 


KWAOUKUZA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2014 


40. LEASES 


2014 

R 


2013 

R 


OPERATING LEASES 

The future minimum lease payments receive© under c^)era6n9 leases for tte 
actual receivables are as follows: 

No later than ' year 

Later than 1 year and no later than 5 years 
Later than 5 years 


Salient leases 


530712 
2401609 
5 514 695 
'B'4474iS 


505 440 
2 287 437 
6159 979 

8 9S2 8S6 


The municipality has entered into a non-cancetlabfe tease with a private 
contactor to operate the Dolphin Caravan park The tease runs for a period erf 
25 years, staffing 1 July 2X1. Real rental income escalates at 6% per annum. 

FINANCE LEASES 


Amounts payable under Snance leases: 
Finance lease liability - Minimum lease payments 
No later than 1 year 

Later than 1 year and no later than 5 years 
Later than 5 years 

Future Finance charges on finance leases 
Present Value of finance lease liability 


219856 
14 295 

( 14 953) 

_219J9^ 


Preserrt Value of Minimum Lease Obligations 

No later than 1 year 205 72S 

Later than 1 year and no later than 5 years 13 470 

Later than 5 years 

Finance Lease Liabilities relates to Furniture and Fiaings vmh tease terms of 3 to 
5 years. The effective interest rate on Fln»ice Leases is between 13,50% and 
19.00%. Capitalised Lease Liabilities are secured over the Itwns of vehictes and 
equipment leased. 

The municipality does not have an option to pi^hase foe teased Property. Plant 
and Equipment at foe conclusion of the lease agreeroents. "nw munccipalit/s 
obligations under Finance Leases are eec^ed by foe lessors' utte to foe leased 
assets. 


439 930 
234 151 


71 1X1 


383 734 
232297 


M6W1_ 


41. UTILISATION OF LONG-TERM LIABILITES RECONCILIATION 

Long-term liabilities - facillfies granted 

Used to finance property, plantandequipment-alcost 

Undrawn facilities 

DBSA R2551SS 427 loan 
ABSAR21 544 X0 loan 


Facilities Granted / Not yet utilized 

42 ANALYSIS OF THE RESULT OF DISCONTINUED OPERATIONS 

Revenue 

Expenditure 

Loss atoiputable to discontinued services 

43 ANALYSIS OF THE CASH FLOW OF DISCONTINUED OPERATIONS 

Operating cash flows 
Invesfing cash Hows 
Financing cashflows 


43 CHANGE IN ESTIMATE 


1X917999 
1X917 999 


139055 871 
9202898 


92783439 
92 7X 439 


2072794S5 
11 3X923 
^ 1 ^ 646 ^ 


14e2M7X 213646 378 


1391 
2 393 999 
2 382 M7 


(2392 X7) 



Furniture and Fittings, fully depreciated, but sWI in use at year erxj amounts to a 
cost of R$57 396 and accumulated depreciafion of RX7 395. 

Buildings, fully depreciated, but still in use at year end amounts to a cost (rfR162 
467 and accumulated depreciafion of R162 467. 

Leases, fully depreciated, but still in use at year end anoonts to a cost trf R5 746 
and acaimulated depreciation of R5 746. 

The Municipality reviewed the useful lives of items of property, plait axJ 
equipment Adjustments to these usefull lives affect foe anount of d^ireciafioo 
for the cuirent year and Is expected to affect futuie pertods as weB. As a result of 
fills adjustment, the current year total depreciation increased by a net R884 
234,98 and will continue to affect annual flepreciaion lor the remanda- of these 
assets' useful lives. The detail breakdown of foe depreifialion a^ostmenl is as 
follows: 


Buildings 
Housing Assets 
Electricity infrastructure 
Roads Infrastructure 
Solid Waste 
Cemeteries 
Furniture and Fitfings 
Vehides 
Intangible Assets 
Leased Assets 


( 6X3B9) Decrease in depreciation 
84610 Increase in (teprectalion 
869 572 increase in depreciation 
1 471 OX Increase in depreciation 
8626 Increase in d^Keciation 
( 143816) Oecreasefodepreclation 
( 94 693} Decrease in depreciation 
( 491 531) Decrease in d^irecialion 
( 144962) Decrease in depreciation 
( 8 273) Decrease in depreciafion 


88^35 Net Increase in depredafion 
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44, FINANCIAL RISKHANAGEMENT 


Finapcmi Risk Managemsni Ot^ectives 


Due lolha largely no«-0sdln9n4Wr«olariv*M5«a9re«yMv4«hthay«.l«an«d,™r«0MBiM are no««pos4d&.lhed4gfW of mandalnsk faced by buwsssi-ntliM 


44. 1 Meximum cndH risk «rpesur« 

Credit r4leria<<:c«aiK,r,^Nofc.^d«04te,.^eqi«J»nte and trad, debaas. The ni»»«>aBy«^d^<«fe«Miwahni*rb»**««.hl^.,u^c,^ Massing 


wOTtoers* “““ ^ SWemAPte. vrtiloh i. o« oS inp«n«m Iossm, raprassnB Ihe municip.lit/s r 


T fljgjosur® to crftdit n«k without taking account of ih a 


The IT wimum crMil expoeufs in respect of Ihe releveni flnmcisl tnstfuiT.ei>b is as ioNova (dome^ e>|Kisiife only} 


invssLnieniB 

Ca^i and Cash Epulvalenla 
inlerssi rate swaps 
Financial guarsnless 
Trads and oOier receivables 


2014 

R 

542.370,093 

102404.090 


2013 

R 

S28.S47.20S 

87.707.196 


2012 

R 

403.343.124 

75.400.238 


MaPTiuin Credit Exposure 

44.2 LfOuWty risk 


044,974.783 616.744.408 ' 478.609.383 


ThernunieipsJiVartsItloSduidItylsaresuOofihefundsevMWJetoebwrfueKecommiOnents. ThernunioipalayrnanaoMliowdSyiisk Ihreugh so ongosiB review offuwre eenvnittnenls and crWilfaeiliUes 


Cash flow feradaeia ere prepared end addouate uUisad benewivg iec*Ues ere monOeied 

Ihe table arelh. 


2014 


1 mondt er less 1>3nienth8 or lees 


Oroae Sneiiee lease obhgsllone 
Long Term Sorrowings 
Trads and other payeblee 
Other 


23.371 49.638 

268.873 8322,816 

7S>7«.334 


2014 

Qroae tlnande lease obKgatlene 
Long Taim Sorrowings 
Trade and other payebise 
Other 


3-12mM<lhs or lese 14yaar3 


140.829 14,293 

24501.184 297.836,498 

172,631.808 


2013 


1 month or less 14 months or Ists 


Gross Srianoa Issae obligations 
l.ong Term Sonowinoa 
Trade end olher psyablas 
Other 


41.606 68.109 

*83,873 8318049 

159,878626 


2013 

Gro4s8nsnce lease obllgai'ona 
Long Tem Sorrowings 
Trade and other payeblea 
Other 

44,3 Intsrsst rats risk 


3-12montlts n-lces 


318111 

21.028881 


219.838 

326.124.349 


38109.820 


As Iflemunlrapalltyhas no ignillcaniinlerMl.bearing assets, die nwnicipaSVs hwonm and operafctg cash 8ows are substandeltyiiulepoiideirt of changes in ftemarhet interest rates 

At year «nd, financial fn»trum9nl9 exposed to rrksresf tats ftsk v>«f» S9 Mowc 


Call deposks 
investment deports 
Sank ^elencea and cash 
Maximum Interest exposure 


aK 4 

R 


542.370,603 

542.370.gw‘ 


2013 

R 


520.947.206 

529.947.206 


2012 

R 


413.543.111 

413.543.111 


44.4 Othsr price riek 

The municipalily is nol exposed lo equity price risiis anshg horn equity investreenta es StemunicqKiHydoes not Sade these siveebnents 
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